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"Though the earth, and all inferior creatures, be common 
to all men, yet every man has a property in his own person: 
this no body has any right to but himself. The labour of 
his body, and the work of his hands, we may say, are properly 
his. Whatsoever then he removes out of the state that nature 
hath provided, and left it in, he hath mixed his labour with, 
and joined to it something that is his own, and thereby 
makes it his property" (Of Civil Government, Book II, ch. V, 
Works, ed. I 768, II, p. 229). "H is labour hath taken it out 
of t~e hands of nature, where it was common and belonged 
equally to all her children, and hath thereby appropriated 
it to himself" (p. 230). "T he same law of nature, that does 
by this means give us property, does also bound that property 
too .... As much as any one can make use of to any advantage 
of life before it spoils, so much he may by his labour fix a 
property in: whatever is beyond this, is more than his share, 
and belongs to others" (p. 230). "But the chief matter of 
property being now not the fruits of the earth, and the 
beasts that subsist on it, but the earth itself ... I think it is 
plain, that property in that too is acquired as the former. 
As much land as a man tills, plants, improves, cultivates. 1 

and can use the product of, so much is his property. He by L 

his labour does, as it were inclose it from the common" J<.. 
(p. 230) . "And hence subduing or cultivating the earth, I 
and having dominion, we see are joined together" (p. 23 I). 
"The measure of property nature has well set by the extent 
of men's labour and the conveniencies of life: no man's 
labour could subdue, or appropriate all; nor could his 
enjoyment consume more than a small part; so that it was 
impossible for any man, this way, to intrench upon the 
right of another, or acquire to himself a property, to the 
prejudice of his neighbour . .. . This measure did confine 
every man's possession to a very moderate proportion, and 
such as he might appropriate to himself, without injury to 
any body, in the first ages of the world .... And the same 
measure may be allowed still without prejudice to any body, 
as full as the world seems" (pp. 231- 2). 

Labour bestows on objects almost their whole value ("value" 
is here equivalent to use value, and labour is taken as concrete 
labour, not as a quantum; but the measuring of exchange 
value by labour is in reality based on the fact that labour 
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creates use value). The remainder of the use value which 
cannot be resolved into labour is the gift of nature and hence 
in its essence common property. What Locke therefore seeks 
to prove is not the contrary, namely, that property can be 
acquired in other ways than by labour, but how, in spite of 
the common property provided by nature, individual property 
has been created by individual labour. 

"For it is labour that puts the difference of value on 
every thing . . . of the products of the earth useful to the 
life of man, nine tenths are the effect of labour" (p. 234). 
"It is labour then which puts the greatest part of the value 
upon land" (p. 235). "Though the things of nature are 
given in common, yet man, by being master of himself, 
and proprietor of his own person, and the actions of labour 
of it, had still in himself the great foundation of property" 

I (p. 235)· -

One limit to property is therefore the limit of personal 
labour; the other limit is that a man does not accumulate 
more things than he can use. The latter limit however is 
extended, apart from other exchanges, by the exchange of 
perishable products for [a less perishable product such as 
gold, silver, diamonds, etc., for] money. 

"He might heap up as much of these durable things as 
he pleased; the exceeding of the bounds of his just property 1 

not lying in the largeness of his possession, but the perishing 
of any thing uselessly in it. And thus came in the use of 
money, _§orne lasting thing that men might keep without 

-spoiling and that by mutual consent men would take in 
exchange for the truly useful, but perishable supports of 
life" (p. 236). ---

Thus arises the inequality of individual property, though 
the limit of personal labour remains. 

"This partage of things in an inequality of private 
possessions, men have made practicable out of the bounds 
of society, and without compact; only by putting a value on 
gold and silver, and tacitly agreeing in the use of money" 
(p. 237)· 

1 Apart from the limits set by his personal labour. 



4. DAVI D HUME AND J OHN MASSIE 

MASSIE's anonymous work, An Essay on the governing causes of the 
natural rate of interest; wherein the sentiments of Sir William Petty 
and Mr. Locke, on that head, are considered, appeared in 1750. 
The second part of Hume's Essays, in which the one "On 
I nterest" occurs, appeared in I 752, two years later. Massie 
therefore has priority. Hume attacks Locke only, but Massie 
attacks both Petty and Locke, both of whom still held the 
view that the height of the rate of interest depends on the 
quantity of money, and that in fact what is really lent is money 
(not capital). 

Massie, more decisively than H ume, laid down that interest 
is a mere part of profit. 

Let us begin with the latter. 
[I n his Essays, with which we are dealing here, the following 

passage is noteworthy]: "Every thing in the world is purchased 
by labour" (Essays), 2nd edn., London, 1764, I , p . 28g) . 

[Land rent also appears in H ume's work as the original 
form of surplus value, interest on capital as the second form. 
Land rent arises, in his view, through the exclusion of large 
sections of the population from the ownership of land. 

"The political authori ties and the population of a nation 
breed of necessity inequality in private property, because in 
every law-abiding and numerous community, a part of the 
inhabitants possess a large extent of the land, while others 
are owners of only very small portions, and others are 
deprived of any property at all. Those who possess more 
land than they can cultivate, share it with those who have 
none, on the condition that the cultivators give them a 
portion of the harvest. It is in this way that there is estab
lished what one can call interest on land, to contrast it 
with interest on money, and it exists in the case of even the 
least civilised of peoples." ] 

T he height of the rate of'interest depends on the demand on 
the part of the borrowers and the supply on the part of the 
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DAVID HUME AND JOHN MASSIE 35 
lenders, or in other words on demand (for) and supply (of) 
money-capital. But essentially it depends on the level of profit 
"arising from commerce" (Essays, London, I 764, p . 329). 

"The greater or less stock of labour and commodities 
must have a great influence; since we really and in effect 
borrow these, when we take money upon interest" (p. 337). 

"No man will accept of low profits, where he can have 
high interest; and no man will accept of low interest, where 
he can have high profits" (p. 335). 

A higher interest rate and a higher profit are both the expres
sion of the slow progress of trade and industry, and not of the 
rarity of gold and silver; and a lower interest rate indicates the 
opposite, [for "High interest arises from three circumstances: 
a great demand for borrowing; little riches to supply that 
demand: and great profits arising from commerce"] (p. 329). 

" In a state, therefore, where there is nothing but a landed 
interest" (or, as he later says, landed gentry and peasants) 
"the borrowers must be very numerous, and the rate of interest 
must hold proportion to it" (p. 330); because wealth which is 
only for enjoyment is driven by boredom to seek pleasures, 
while on the other hand production, except for agriculture, is 
very restricted. T he opposite takes place as soon as trade has 
developed. T he lust for gain entirely dominates the merchant. 
He "knows no such pleasure as that of seeing the daily increase 
of his fortune. 1 And this is the reason why trade increases 
frugality, and why, among merchants, there is the same 
overplus of misers above prodigals, as, among the possessors 
of land, there is the contrary" (p. 333). 

"An increase of commerce, by a necessary consequence, 
raises a great number of lenders, and by that means produces 
a lowness of interest" (p. 334). 

"Low interest and low profits of merchandize are two 
events, that mutually forward each other, and are both 
originally derived from that extensive commerce, which 
produces opulent merchants, and renders the monied 
interest considerable. Where merchants possess great stocks, 
whether represented by few or many pieces of metal, it 

l The lust for exchange-value, abstract wealth, is here far greater than that 
for use-values. 



THEOR I ES OF SURPLUS VALUE 

that only that labour is productive which creates surplus value; 
in whose product therefore a higher value is contained than 
the sum of the values consumed during the production of this 
product. Since the value of raw and other materials is given, 
while the value of the labour power is equal to the wage, this 
surplus value can evidently only consist in the excess of labour 
which the worker gives back to the capitalist over and above 
the quantity of labour that he receives in his wage. It is true 
that it does not appear in this form in the Physiocrats, because 
they have not yet reduced value in general to its simple 
substance- the quantity of labour or labour time. 

Their method of exposition is, of course, necessarily governed 
by their general view of the nature of value, which to them is 
not a definite social form of existence of human activity 
(labour), but consists of material things- land, nature, and 
the various modifications of these material things. 

The difference between the value of labour power and the 
value created by its use- that is, the surplus value which the 
purchase of labour power secures for the person who sets it 
to work- appears most tangibly, most incontrovertibly, of all 
branches of production, in agriculture, primary production. 
The sum total of the means of subsistence which the worker 
consumes from one year to another, or the mass of material 
substance which he consumes, is smaller than the sum total 
of means of subsistence which he produces. In industry 
generally the worker is not found directly reproducing his 
means of subsistence, or directly producing the surplus over 
his means of subsistence. The process is mediated through 
purchase and sale, through the various acts of circulation, and 
the analysis of value in general is required for it to be under
stood. In agriculture it shows itself directly in the surplus of 
use values produced over use values consumed by the worker, 
and can therefore be grasped without an analysis of value in 
general, or a clear understanding of the nature of value. 
This is true even when value is reduced to use value, and this 
latter to material substance in general. Agricultural labour is 
therefore for the Physiocrats the only productive labour, 
because it is the only labour which creates a surplus value, 
and land rent is the on~ form of surplus value which they recognise. 
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The worker in industry, they find, does not increase the material 
substance; he only changes its form. The raw material- the 
mass Of material substance-is given to him by agriculture. 
Admittedly he adds value to the material, not through his 
labour, but through the production costs of his labour; through 
the sum of means of subsistence which he consumes in the 
course of his labour, equivalent to the wage, which he receives 
from agriculture. Because agricultural labour is conceived as 
the only productive labour, the form of surplus value which 
distinguishes agricultural from industrial labour, land rent, is 
conceived as the only form of surplus value. Profit on capital 
in the true sense, of which land rent itself is only an offshoot, 
therefore does not exist for the Physiocrats. Profit appears to 
them only as a kind of superior wage, paid by the landowners, 
which the capitalists consume as revenue (and which, therefore, 
enters into their cost of production in the same way as the 
wages of ordinary workers), and which increases the value of 
the raw material, because it enters into the consumption costs 
which the industrialist (capitalist) consumes, while he is 
producing the product, transforming the raw material into a 
new product. Surplus value in the form of interest on money
another offshoot of profit- is therefore declared by one group 
of Physiocrats, such as the elder Mirabeau, to be usury and 
contrary to nature. Turgot on the other hand justifies it on 
the ground that the money capitalist could buy land, that is, 
rents, and that therefore his money capital must bring him as 
much surplus value as he would receive if he transformed it 
into landed property. On this basis, therefore, interest too is 
not a newly created value, is not surplus value: all that is 
done is to explain why a part of the surplus value won by the 
landowners finds its way to the money capitalists in the form 
of interest; just as other grounds are given to explain why a 
part of that surplus value accrues to the industrial capitalists 
in the form of profit. Because agricultural labour is the only 
productive labour, the only labour which creates surplus 
value, the form of surplus value which distinguishes agricultural 
from all other branches of labour, land rent, is the general form 
of surplus value. Industrial profit and interest on money are 
only different categories into which land rent is divided and, 
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Since agricultural labour thus forms the natural basis not 

only for surplus labour in its own sphere but also for the 
independent existence of all other branches of labour, and 
therefore also for the surplus value created in them it is clear 
that it had to be conceived as the creator of surplus value, so 
long as definite, concrete labour, not abstract labour and its 
measure, labour time, was regarded as the substance of value. 

Thirdly: All surplus value, not only relative but absolute, 
depends on a given productivity of labour. If the productivity 
of labour were only developed to such a degree that a man's 
labour time was only sufficient to keep him alive, to produce 
and reproduce his own means of subsistence, then there would 
be no surplus labour and no surplus value, and there would 
be absolutely no difference between the value of labour power 
and the value created by its use. T he possibility of surplus 
labour and of surplus value is conditioned therefore by a 
certain degree of productivity, a productivity which enables 
labour power to reproduce more than its own value, to produce 
in excess of the necessities required by its life process. And 
indeed- as we saw in the second point above- this degree of 
productivity, which serves as a starting-point, must first be 
present in agricultural labour. It appears therefore as a gift y 
of nature, a productive power of nature. Here, in agriculture, from 
the very beginning, co-operation with the powers of nature 
existed on a large scale, the increase of human labour power 
by the application and exploitation of natural forces which 
acted like an automatic machine. T his extensive use of the 
forces of nature appears in industry only with the development 
of large-scale industry. A definite stage in the development of 
agriculture, whether in the country concerned or in other 
countries, is the basis for the development of capital. Up to 
this point absolute surplus value coincides with relative. 

This is stressed by Buchanan- a great opponent of the 
Physiocrats-even against Adam Smith; he attempts to prove 
that such an agricultural development also preceded the rise 
of modern town industry. 

Fourthly: Since it was the great and specific contribution of 
the Physiocrats to derive value and surplus value not from 
circulation but from production, in contrast to the monetary 

D 
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and mercantilist system they necessarily began with that 
branch of production which can be thought of as completely 
separate from and independent of circulation and exchange, 
and which presupposes exchange not between man and man 
but only between man and nature. 

It is in fact the first system which analyses capitalist produc
tion, and it presents the conditions within which capital is 
produced, and within which capital produces, as eternal 
natural laws of production. On the other hand, this system 
has more the character of a bourgeois reproduction of the 
feudal system, the domination of landed property; and the 
industrial spheres, within which capital first develops indepen
dently, are depicted rather as "unproductive" branches of 
labour, mere appendages of agriculture. The first condition 
for the development of capital is the separation of ownership 
of land from labour- so that land, that primary condition of 
labour, emerges as an independent force in the hands of a 
separate class, over against the free labourer. In the Physio
crats' account, therefore, the owner of land appears as the 
true capitalist, that is, as the appropriator of surplus value. 
Feudalism is thus reproduced and explained in the guise of 
bourgeois production; agriculture becomes that branch of 
production in which capitalist production- that is, the produc
tion of surplus value-exclusively appears. While feudalism is 
thus made bourgeois, bourgeois society is given a semblance 
of feudalism. This semblance deceived Dr. Quesnay's followers 
among the nobility, including the crotchety and patriarchal 
Mirabeau the elder. Among the later leaders of the Physiocrats, 
especially Turgot, this semblance disappears completely, and 
the Physiocratic system is presented as the new capitalist 
society forcing its way through within the framework of feudal 
society. It corresponds therefore with bourgeois society in the 
period when the latter breaks its way out from the feudal 
order. The starting point is therefore in France, a predominantly 
agricultural country, not in England, a predominantly indus
trial, commercial and seafaring country. In the latter country 
attention was naturally focussed on circulation, on the fact 
that the product first receives value, becomes a commodity, 
as the embodiment of general social labour, through its 
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transformation into money. In so far therefore as what is in 
question is not the form of value, but the amount of value 
and the increase of value, it is here that the "profit upon 
alienation"- that is, the relative profit described by Steuart
is to be found. But if the creation of surplus value in the sphere 
of production itself is to be established, it is necessary to go 
back in the first place to that branch of production in which 
it appears independently of circulation, that is, to agriculture. 
The initiative for this study therefore developed in a pre
dominantly agricultural country. Ideas related to those of the 
Physiocrats are to be found here and there in the works of 
earlier writers, partly in France itself, Boisguillebert for 
example. But these ideas become an epoch-making system 
first with the Physiocrats. 

The agricultural worker, assigned the minimum of wages, 
the strict nicessaire, reproduces more than this strict necessaire, 
and this excess is land rent, the surplus value which is appropri
ated by the owner of the fundamental condition of labour
nature, the land. Thus the Physiocrats did not say: the worker 
works over and above the labour time necessary for the 
reproduction of his labour power; the value which he produces 
is therefore greater than the value of his labour power; or the 
labour which he gives is greater than the quantity of labour 
which he receives in the form of wages. What they say is: the 
sum of use values which he consumes during the period of 
production is smaller than the sum of use values which he 
creates, and so there remains a surplus of use values. If he 
worked only for the time required for the reproduction of his 
own labour power, no surplus would be left over. But [they 
did not carry their reasoning through to this conclusion]; 
they only got to the point of establishing that the productivity 
of the earth enables the worker in his day's work-which is 
taken as something fixed- to produce more than he needs to 
consume in order to continue to exist. This surplus value 
appears therefore as a gift of Nature, through whose joint action 
[on] a certain quantity of organic material-plant-seeds, and 
animals- labour is enabled to transform more inorganic 
material into organic. On the other hand, it is also taken for 
granted that the landowner confronts the worker as a capitalist. 
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and all forms of government interference in the activities of 
bourgeois society. It allowed the State to live on only in the 
pores of this society, as Epicurus placed his Gods in the pores 
of the world! 

Then Turgot himself, the radical bourgeois minister who 
prepared the way for the French Revolution. With all their 
false semblance of Feudalism, the Physiocrats worked hand-in
hand with the Encyclopaedists. 

We shall come back later to the great service rendered by 
the Physiocrats in connection with the analysis of capital. 
However, for the history of the theory of surplus value the 
result is: According to the Physiocrats, surplus value is due to 
the productivity of a special form of labour, agriculture. And 
this special productivity is in its entirety attributable to nature 
herself. 

* * * 
In the Mercantile System surplus value is only relative; 

what one wins the other loses. "Profit upon alienation", 
"oscillation" or "vibration of the balance of wealth between 
different parties". In the interior of a country, therefore, 
considered in relation to the total capital, no creation of 
surplus value actually takes place. It can arise only in the 
relations of one nation to other nations. And the surplus, which 
one country realises over the other, manifests itself in money 
(balance of trade), simply because money is the direct and 
independent form of exchange value. As against this-since 
the Mercantile System denies in fact the creation of absolute 
surplus value-the Physiocrats attempt to explain this latter as 
net product-produit net. And since the surplus product is fixed 
in their minds as a use value, they see agriculture as the sole 
creator of it. 

Jerome A. Blanqui (Histoire de l' Economie Politique, Brussels, 
r83g, p. 139) says of the Physiocrats: 

"Labour applied to the cultivation of the soil produced 
not only the wherewithal to maintain itself throughout the 
entire duration of the task, but also an excess of value which 
could be added to the mass of already existing wealth. They 
called this excess the produit net" (surplus product, thus 
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different kinds of labour which, when he worked alone, he 
was obliged to devote to his different kinds of wants. We 
have here neither a primacy of honour nor of dignity; it is 
one of physical necessity .... What his labour causes the 
land to produce beyond his personal wants is the only fund 
for the wages which all the other members of the society 
receive in exchange for their labour. T he latter, in making 
use of the price of this exchange to buy in their turn the 
products of the Husbandman, only return to him exactly 
what they have received from him. We have here a very 
essential difference between these two kinds of labour" 
(Rijlexions sur la Formation et la Distribution des Richesses, 1766, 
Turgot, ed. Daire, Paris, r844, I, pp. g, ro). 

How then does surplus value arise? It does not arise in 
circulation, but is realised there. The product is sold for its 
value, not above its value. There is no excess of price over 
value. But because it is sold for its value, the seller realises 
a surplus value. This is only possible because he has not himself 
paid the full value for which he sells it, or because the product 
contains a portion of value which the seller has not paid for 
or replaced by an equivalent value. And this is the case with 
agricultural labour. The seller sells what he has not bought. 
This unbought element Turgot describes as the "pure gift of 
Nature." We shall however see that in Turgot's writings this 
"pure gift of Nature" is surreptitiously transformed into the 
surplus labour of the agricultural labourer which has not been 
paid for by the landowner, and which the latter sells in the 
form of agricultural products. 

"As soon as the labour of the Husbandman produces 
more than his wants, he can, with this superfluity that nature 
accords him as a pure gift, over and above the wages of his 
toil, buy the labour of the other members of the society. 
The latter, in selling to him gain only their livelihood; but 
the Husbandman gathers, beyond his subsistence, a wealth 
which is independent and disposable, which he has not 
bought and which he sells. He is therefore, the sole source 
of the riches, which, by their circulation, animate all the 
labours of the society; because he is the only one whose 
labour produces over and above the wages of the labour" 
(p. rr). 
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This "pure gift of Nature" is now, however, already defined 
as a gift which she makes "to him who cultivates it", and 
therefore as a gift which she makes to labour; as the productive 
power of labour, applied to the land, a productive power which 
labour possesses through using the productive power of 
Nature, and thus which labour creates out of the land, but 
only creates out of the land as labour. In the hand of the land
owner, therefore, the surplus no longer appears as a "gift of 
Nature", but as an appropriatiOn- without an equivalent in 
exchange- of another's labour, which through the productivity 
of Nature is enabled to produce more than Its own needs, 
more than its own means of subsistence, but which, because of 
its bemg wage-labour, is restricted to appropriating for itself, 
out of the product of the labour, only "what is necessary to 
procure him his subsistence". 

"The labour of the Cultivator produces his own wages, 
and, in addition, the revenue which serves to pay the whole 
class of Artisans and other stipendiaries .... The Proprietor 
has nothing except through the labour of the Cultivator; 1 he 
receives from him his subsistence and that wherewith he 
pays the labours of the other stipendiaries ... the Cultivator 
has need of the Proprietor only by virtue of the human 
conventiOns and the civil laws" (pp. 15, 16). 
In this passage, therefore, surplus value is plainly described 

as that part of the agricultural worker's labour which the 
landowner appropriates to himself without giving any equiva
lent in return, and the product of which therefore he sells 
though he has not bought. Only what Turgot has in mind is 
not the exchange value as such, the labour time itself, but the 
surplus of products which the labour of the agricultural worker 
provides to the landowner in excess of his own wage. This 
surplus of products, however, is only the embodiment of the 
amount of time which he works gratis for the landowner, in 
addition to the time which he works for the reproduction of 
his own wage. 

Thus we see how, in the framework of agncultural labour, the 
Physwcrats correctly grasp surplus value, how they conceive it 
as the product of the labour of the wage worker, although they 

1 Not, therefore, as a pure:gift of Nature. 
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What do you say! Those through whose hands it is accom
plished reap no benefit therefrom. Take warning then by 
this contrast." 

In the Physiocratic system the proprietaires, the landowners, 
are the salariants, the wage-payers. The workers and the 
manufacturiers in all other branches of industry are salaries or 
stipendies- paid people. Hence also gouvernants and gouvernes
the governors and the governed. 

Turgot analyses the conditions necessary for labour as 
follows: 

"In every craft, it is necessary that the Workman should 
have tools in advance, that he should have a sufficient 
quantity of the materials upon which he has to labour; it is 
necessary that he should subsist while waiting for the sale 
of his finished goods" (p. 34). 

All these advances, these conditions upon which alone labour 
can be carried on, and which are, therefore, preconditions of the 
labour process, are originally provided gratis by the ]and: " I t 
is the land which has provided the first fund of advances prior 
to all cultivation", in fruits, fish, game, etc., in tools such as 
branches of trees and stones, in domestic animals, which 
multiply themselves by the procreative process, and in addition 
give each year products such as "milk, fleeces, hides and other 
materials, which, with the wood obtained in the forests, have 
formed the first fund for the works of industry" (p. 34). 

These conditions of labour, these advances made to labour, 
become capital when they have to be advanced to the worker 
by a third person, and this is the case from the moment when 
the worker owns nothing but his labour power itself. 

"When a large part of the Society had only their arms to 
maintain them, it was necessary that those who thus lived 
on wages should begin by having something in advance, 
either to procure the materials upon which to labour, or 
to maintain them while waiting for the payment of their 
wages" (pp. 37-8). 

Turgot explains capital as "movable accumulated values" 
( Valeurs mobilieres accumuUes). Originally (pp. 38-g) the land
owner or farmer pays the wage directly each day and provides 
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Their profit, and even their consumption of necessary means 
of subsistence in the form of manufactured goods, are thus 
explained only by the raising of the price of the commodities above 
their value. At this point, therefore, the Physiocrats inevitably 
fall back upon the concept of the mercantilist system, "profit 
upon alienation". I t is this that makes free competition among 
the industrialists so very essential, so that they may not cheat 
the productive cultivators too much. This free competition is 
also necessary in order that agricultural products may be sold 
at a "good price", and through sale abroad may rise above 
their domestic price- for a country which exports wheat, etc., 
is assumed. 

[Nevertheless, the Tableau was an extremely brilliant 
conception.] I t was an attempt to present the whole productive 
process of capital as a process of reproduction, with circulation 
merely as the form through which this reproduction took 
place; and the circulation of money only as a phase in the 
circulation of capital. T he Tableau at the same time attempted 
to show the origin of revenue in this process of reproduction, 
the exchange between capital and revenue, the relation between 
productive and final consumption, and to include in the 
circulation of capital the circulation between producers and 
consumers (in reality, between capital and revenue), and 
finally, to show the circulation between the two great divisions 
of productive labour- raw materials production and industry
as a phase in this process of reproduction. All this was done in 
a Tableau actually consisting of only five lines linking together 
six points of departure and return; and this was in the first 
third of the eighteenth century, when political economy was 
in its infancy. It was incontestably the most brilliant idea for 
which political economy had up to then been responsible. 

The hyperbolical declaration made by the Marquis de 
Mirabeau, and quoted by Adam Smith with a certain irony? 
is therefore understandable-"Since the beginning of the world 
there have been three great discoveries. The first was the birth 
of writing .. . the second the invention ( !) of money ... the 
third is the Tableau economique, the outcome and the completion 
of the two others". 

As regards the circulation of capital- its reproduction 
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to him is not labour realised in a commodity, but his labour 
power itself as a commodity. If he had confronted him in the 
first form-as owner of commodities-the capitalist would not 
have been able to make any profit, to realise any surplus value, 
since according to the law of value equivalents are exchanged, 
an equal quantity of labour for an equal quantity of labour. 
The surplus value of the capitalist originates precisely from 
the fact that he buys from the worker not commodities but 
his labour power itself, and this has less value than its product, 
or- what is the same thing- realises itself in more embodied 
labour than is realised in itself. But now, in order to justify 
profit, its very source is covered up and the whole transaction 
from which it springs is renounced. Because in fact-once the 
process is continuous-the capitalist pays the worker only out 
of his own product, the worker is paid only from a part of his 
own product, and the advance is therefore a mere illusion
now it is said that the worker has sold his share of the product 
to the capitalist before it was transformed into money. (Perhaps 
before it was capable of being transformed into money, for 
although the labour of the worker has materialised itself in a 
product, it may be that only an instalment of the saleable 
commodity is as yet realised, as for example parts of a house.) 
Thus the capitalist ceases to be the owner of the product, and 
thereby the whole process through which he has appropriated 
another's labour gratis is renounced. Now commodity owner 
confronts commodity owner. The capitalist has the money, 
and the worker sells to him not his labour power but commodi
ties, namely the part of the product in which his own labour 
is realised. 

The worker will then say to the capitalist: "Of this 5 lb. of 
yarn say three-fifths represent constant capital. They belong 
to you. Two-fifths, that is 2 lb., represent my newly added 
labour. You have therefore to pay me for two lb. So pay me 
the value of 2 lb." And therewith he would pocket not only the 
wages but also the profit, in short, a sum of money equal to the 
amount of the newly added, materialised labour in the form 
of the 2 lb. 

"But," the capitalist says, "have I not advanced the constant 
capital?" 
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"That's right," says the worker, "so you deduct 3 lb., and 
pay me only 2." 

"But," the capitalist goes on, "you couldn't materialise your 
labour, you couldn't spin, without my cotton and my machine! 
You must pay extra for them." 

"Oh," says the worker, "the cotton would have rotted and 
the spindles rusted ifl hadn't used them for spinning. The 3 lb. 
of yarn which you are deducting do represent, it is true, only 
the value of your cotton and the spindles used up in the 5 lb. 
of yarn and so contained in them. But it is only my labour 
that has maintained the value of the cotton and spindles by 
using these means of production as means of production. For 
this value-maintaining power of my labour I don't ask any
thing of you, because it hasn't cost me any extra labour time 
over and above the spinning, for which I get the 2 lb. This is 
a natural faculty of my labour, which costs me nothing, though 
it maintains the value of the constant capital. I don't ask 
anything ofyou for that, and just as little can you ask anything 
of me for not being able to spin without spindles and cotton. 
For without spinning the spindles and cotton would not be 
worth a straw." 

Driven into a corner, the capitalist now says: "The 2 lb. of 
yarn are in fact worth 4S· T hey represent that much labour 
time of yours. But am I to pay you for them before I have 
sold them! Perhaps I may not sell them at all. That is risk 
No. 1. Secondly, perhaps I may sell them at less than their 
price. That is risk No. 2. And thirdly, in any case it takes time 
to sell them. Am I to incur both risks for you for nothing and 
lose my time into the bargain? You can't expect something for 
nothing!" 

"Wait a moment," answers the worker. "What is our 
relationship? We face each o_ther as owners of commodities, you as 
buyer, I as seller, for you want to buy from me the 2 lb., my 
share of the product, and in fact they contain nothing but my 
own labour time materialised. Now you assert that I must sell 
you my commodity below its value, so that as a result you may 
receive more value in commodity form than you now possess 
in money. The value of my commodity is 4S· You want to 
give for it only 2s., so that- since 2s. contains as much labour 
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time as r lb. of yarn- you get from the exchange twice as 
much value as you give. I on the other hand get instead of an 
equal value only half as much- instead of an equivalent for 
2 lb. of yarn, an equivalent for only I lb. And on what do you 
base this demand, which is contrary to the law of value and of 
exchange of commodities in proportion to their value? On 
what? On the fact that you are buyer and I am seller, that my 
value is in the form of yarn, a commodity, and yours in the 
form of money, that the same value in the form of yarn 
confronts the same value in the form of money. Or do you 
hold the childish view that every commodity must be sold 
under its price- that is, for less than the sum of money which 
represents its value- because it takes on a greater value in the 
form of money? But no, my friend, it gets no greater value from 
the exchange; the amount of value in it does not change, it 
merely shows up as exchange value in pure form. Besides, my 
friend, think of the troubles you are laying up for yourself if 
you adopt this standpoint. Your assertion amounts to saying 
that the seller must always sell his commodity to the buyer 
below its value. Certainly this was so when we workers sold 
you, not at that time our goods, but our labour power itself. 
True, you bought it at its value, but you bought our labour 
itself for less than the value in which it makes itself manifest. 
But let us say no more of that unpleasant memory. We've got 
beyond that, thank goodness, since-by your own decision
we are no longer to sell you our labour power as a commodity, 
but the commodity itself which is the product of our labour. 
Now we come back to the troubles you laid up for yourself. 
The law you now set up, that the seller pays for the transforma
tion of his commodity into money not only with his commodity, 
through the exchange of his commodity for money, but that in 
addition he pays by selling the commodity under its price
this law, according to which the buyer always cheats and gets 

' the better of the seller, must hold good in like measure for 
I every buyer and seller. That granted, we'll agree to your 
{ proposition, but on condition that you submit yourself to the 
s law you have just created, namely the law that the seller must 
) present the buyer with a part of his commodity for nothing in 
r return for the buyer transforming it for him into money. So 
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reckon it weekly. But take from it 14 days' interest at the rate 
of 3 per cent. per annum." 

"But," says the capitalist, "this bill of exchange is too small. 
No banker would discount it." 

"Very well," the workers reply. "There are a hundred of us, 
so you have to pay us 2,4oos. Give us a bill of exchange for 
this amount. £120-that's not too small a sum to be discounted. 
In fact you can discount it yourself, and then the amount 
can't be too small for you, as it's the same as the amount 
from which, you allege, you draw your profit from us. The 
amount deducted wouldn't be worth mentioning. And since 
in this way we would get the major part of our product in its 
entirety, we would soon reach the point at which we no longer 
needed you to discount for us. Naturally we shall not give you 
longer credit than the fourteen days the stockjobber gives you." 

If- completely reversing the actual relationship-wages are 
to be derived from the discount on the part of the value of 
the total product which belongs to the worker, from the fact 
that the capitalist pays the worker this part in advance in 
cash, the capitalist would have to give the worker very short 
term bills of exchange, such as for example he himself pays 
to the cotton jobber and others. The worker would receive 
most of his product, and the capitalist would soon give up 
being a capitalist. Instead of being the owner of the product 
he would have become only the workers' banker. Incidentally, 
just as the capitalist runs the risk of selling the commodities 
below their value, he equally has the chance of selling them 
above their value. If the product cannot be sold, then the 
worker is thrown on to the street. If for a long period it falls 
below the market price, his wages will be reduced below the 
average and short time will be worked. He therefore runs the 
greatest risk. 

Finally, it never enters anyone's mind that the farmer, who 
has to pay his rent in money, or the industrial capitalist, who 
has to pay interest in money, is entitled to deduct a part of 
his rent or of his interest, simply on the ground that before he 
could pay he must first have transformed his product into 
money. 



l. HIS DETERMINATION OF VALUE BY LABOUR 

ADAM SMITH, like all economists worth mentioning, takes over 
from the Physiocrats the conception of the average wage, 
which he calls the natural price of wages. 

"A man must always live by his work, and his wages must 
at least be sufficient to maintain him. They must even upon 
most occasions be somewhat more; otherwise it would be 
impossible for him to bring up a family, and the race of 
such workmen could not last beyond the first generation" 
(Wealth of Nations, Book I , Chapter VIII, p. 6o) . 

Adam Smith expressly states that the development of the 
productive power of labour does not benefit the worker himself. 
He says: 

"The produce oflabour constitutes the natural recompense 
or wages of labour. In that original state of things, which 
precedes both the appropriation of land and the accumula
tion of stock, the whole produce of labour belongs to the 
labourer. He has neither landlord nor master to share with 
him. Had this state continued, the wages of labour would 
have augmented with all those improvements in its produc
tive powers, to which the division of labour gives occasion. 
All things would gradually have become cheaper. 1 They 
would have been produced by a smaller quantity of labour; 
and as the commodities produced by equal quantities of 
labour would naturally in this state of things be exchanged 
for one another, they would have been purchased likewise 
with the produce of a smaller quantity .... But this original 
state of things, in which the labourer enjoyed the whole 
produce of his own labour, could not last beyond the first 
introduction of the appropriation of land and the accumula
tion of stock. It was at an end, therefore, long before the 
most considerable improvements were made in the produc
tive powers of labour, and it would be to no purpose to 
trace further what might have been its effects upon the 
recompense or wages of labour" (pp. 5 7- 8). 

1 At any rate, all those things which required a smaller quantity of labour 
for their reproduction. But they not only "would have" become cheaper; they did 
in fact become cheaper. 
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quantity of labour. In fact, therefore, a definite quantity of 
living labour is exchanged for an equally large quantity of 
materialised labour. Thus, it is not only commodity which 
exchanges for commodity in the proportion in which they 
represent an equal quantity of materialised labour time, but a 
quantity of living labour exchanges for a commodity which 
represents the same quantity of materialised labour. On this 
assumption the «value of labour" (the quantity of a commodity 
which can be bought with a given quantity of labour, or the 
quantity of labour which can be bought with a given quantity 
of a commodity) could serve as the measure of its value just 
as well as the quantity of labour contained in the commodity; 
for the "value of labour" always represents the same quantity 
of materialised labour as the living labour requires for the 
production of this commodity, or a definite quantity of living 
labour time always commands a quantity of commodities 
representing the same quantity of materialised labour time. 
But in all modes of production- and particularly also in the 
capitalist mode of production- in which the material conditions 
of labour belong to one or several classes, while on the other 
hand nothing but labour power belongs to another class, the 
working class, the contrary takes place. The product, or the 
value of the product of labour, does not belong to the worker. 
A definite quantity of living labour does not command the same 
quantity of materialised labour, or a definite quantity oflabour 
materialised in a commodity commands a greater quantity of 
living labour than is contained in the commodity itself. 

As Adam Smith quite correctly starts out from the commodity 
and the exchange of commodities, and therefore j:he producers 
originally confront each other only as r..ossessors of commodities, 
sellers of commodities and buyers of commodities, he thus 
discovers (so it seems to him) that in the exchange between 
capital and wage labour-materialised labour and living 
labour-the general law is immediately set aside, and com
modities (for labour also is a commodity, so far as it is bought 
and sold) do not exchange in proportion to the quantities of 
labour they represent. Hence he concludes that labour time is 
no longer the immanent measure which regulates the exchange 
value of commodities, from the moment when the conditions 
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of labour confront the worker in the form of landed property 
and capital. He should on the contrary, as R icardo rightly 
pointed out, have concluded that the expression "quantity of 
labour" and "value of labour" are then no longer identical, 
and therefore the relative value of commodities, although 
determined by the labour time contained in them, is not 
determined by the "value of labour", as the latter expression 
was only correct so long as it remained identical with the 
first. Later on, when we come to deal with Malthus, we shall 
show how wrong and absurd it would be, even when the 
worker himself appropriates his own product, that is the value 
of his own product, to make this value or the value of labour 
the measure of value, in the same sense in which labour time 
or labour itself is the measure of value and the value-creating 
element. For even in the case we have assumed, the labour 
which can be bought with a commodity cannot serve as a 
measure in the same sense as the labour which is contained 
in it. One would be merely an index to the other. 

In any case, Adam Smith feels the difficulty of deducing the 
exchange between capital and labour from the law which 
determines the exchange of commodities, since the former 
apparently rests upon opposite and quite contradictory 
principles. And the contradiction was incapable of solution so 
long as capital was set directly against labour instead of against 
labour power. Adam Smith was well aware that the labour 
time which the labour power costs for its production and 
maintenance is very different from the labour which it itself 
can perform. Thus he himself quotes from CantiJlon: Essai sur 
La nature du cor.nrnerce : 

"The labour of an able-bodied slave, the same author 
adds, is computed to be worth double his maintenance; and 
that of the meanest labourer, he thinks, cannot be worth less 
than that of an able-bodied slave" (Wealth of Nations, Book 
I, Chapter VIII, p. 6o) . 

On the other hand it is strange that Adam Smith did not 
grasp how little connection the objection he raises has with 
the law which regulates the exchange of commodities among 
themselves. That commodities A and B exchange in proportion 
to the labour time contained in them is in no way upset by 



HIS DETERMINATION OF VALUE BY LABOUR II3 

investigation. As we shall soon see, however, it remains 
without influence on his exposition of surplus value in general, 
inasmuch as here he consistently keeps to the correct deter
mination of value by the labour time expended in different 
commodities. 

Before we proceed to his presentation of surplus value one 
other fact must be mentioned. Adam Smith mixes up different 
things. First, he states in Book I, Chapter V: 

"Every man is rich or poor according to the degree in 
which he can afford to enjoy the necessaries, conveniences, 
and amusements of human life. But after the division of 
labour has once thoroughly taken place, it is but a very small 
part of these with which a man's own labour can supply him. 
The far greater part of them he must derive from the labour 
of other people, and he must be rich or poor according to the 
quantity of that labour which he can_f_ommand, _g.r_ which 
he can afford to pu~c. The value of any commodity, 
therefore, to the person who possesses it, and who means not 
to use or consume it himself, but to exchange it for other 
commodities, is equal to the quantity of labour which it 
enables him to ~1rchase or command. Labour, therefore, 
is the real measure of the exchangeable value of all com
modities" (p. 26). 
Further: 

"They [the goods] contain the value of a certain quantity 
of labour which we exchange for what is supposed at the 
time to contain the value of an equal quantity .. . . It was not 
by gold or by silver, but by labour, that all the wealth of the 
world was originally purchased; and its value, to those who 
possess it, and who want to exchange it for some new produc
tions, is precisely equal to the quantity of labour which il 
can enable them to_purchase or command" (p. 26). 
Finally: 

"Wealth, as Mr. Hobbes says,j_s power. But the person who 
either acquires, or succeeds to a great fortune, does not 
necessarily acquire or succeed to any political power, either 
civil or military. . . . The power which that possession 
immediately and directly conveys to him, is the power of 
purchasing; a certain_commanclover all the labour, or over all 
the produce oflabour, which is then in the market" (pp. 26-7). 
H 
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We see that in all these passages Adam Smith mixes up 
"the labour of others" and "the product of this labour". 
The exchange value of the commodity which anyone possesses 
consists, after the introduction of the division of labour, in 
the commodities of other persons which he can purchase, that 
is to say, in the quantity of other persons' labour contained in 
them, the quantity of materialised labour of others. And this 
quantity of the labour of others is equal to the quantity of 
labour contained in his own commodity. As he expressly says: 
"They [the goods] contain the value of a certain quantity of 
labour, which we exchange for what is supposed at the time 
to contain the value of an equal quantity .. . ", in which last 
sentence the word "value" is superfluous and meaningless. 

The emphasis here is on the change brought about by the 
division of labour: that is to say, wealth consists no longer in 
the product of one's own labour but in the quaEtily of the labour 
of others which this product commands, the quantity of social 

- labour it can purchase, which quantity is determined by the 
quantity of labour contained in one's own product. In fact, 
only the concept of exchange value is here involved-that my 
labour counts only as social labour, and consequently its 
product determines my wealth by its command over an equal 
quantity of social labour. My commodity, which contains a 
definite quantity of necessary labour time, gives me command 
of all other commodities of equal value, that is, of an equal 
quantity of the labour of others realised in other use values. 
The emphasis here lies on the equalisation, brought about by 
the division of labour and exchange value, of my labour with 
the labour of others, in other words, on social labour (the fact 
that my labour too or the labour contained in my commodity 
is already socially determined, and has essentially changed its 
character, escapes Adam) and not at all on the difference 
between materialised labour and living labour and the specific 
laws of their exchange. In fact, Adam Smith says nothing more 
than that the value of commodities is determined by the labour 
time contained in them, and the wealth of the owner of 
commodities consists in the quantity of social labour at his 
disposal. The incidental equating of labour with the product 
of labour provides here, however, the first occasion for the 
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confusion between the determination of the value of commodi
ties by the quantity of labour contained in them, and the 
determination of their value by the quantity of living labour 
which they can buy, that is to say, their determination by the 
"value of labour." 

When Adam Smith says further on: "his fortune is greater 
or less precisely in proportion to the extent of this power 
(the right to dispose oflabour or to buy the products oflabour]; 
or to the quantity of other men's labour, or, what is the same 
thing [here is the false identification], of the produce of other 
men's labour which it enables him to purchase or command" 
(p. 38), he might just as well have said: His fortune is large or 
small in proportion to the quantity of social labour contained 
in it. 

The false conclusion already emerges in this same fifth 
chapter, when, for example, it is stated that: 

"Labour alone, therefore, never varying in its own value, 
is alone the ultimate and real standard by which the value of 
all commodities can at all times and places be estimated and 
compared" (Book I, Chapter V, p . 29) . 

What is true of labour itself and consequently of its measure, 
labour time, that the value of commodities is always propor
tionate to the labour time realised in them, no matter how 
the "value of labour" may change, is here claimed for this 
changing value of labour itself. 

Here Adam Smith for the first time explained the exchange 
of commodities as such: the nature of exchange value, of the 
division of labour and of money. The parties to the exchange 
still confront each other only as owners of commodities. They 
purchase the labour of others in the form of commodities, just 
as their own labour appears in the form of commodities. The 
amount of social labour which they command is, therefore, 
equal to the quantity of labour contained in the commodity 
which they themselves buy. But when in the following chapters 
he comes to the exchange between materialised labour and 
living labour, _!:>etween capitalist and worker, and then stresses 
that the value of the commodity is now no longer determined 
by the quantity of labour it itself contains, but by the quantity 
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-which differs from this- of the living labour of others which 
this commodity can command (that is, can buy), he thereby 
in fact does not say that the commodities themselves no longer 
exchange in proportion to the labour time contained in them. 
What he does say is that the increase of wealth, the profitable 
use of the value contained in the commodity, and the extent 
of this profitable utilisation, depends upon the greater or less 
quantity of living labour which the materialised labour sets 
in motion. Put this way it is correct. But Adam Smith remains 
unclear. 

* * * 
How often in the course of his work, when he is explaining 

actual facts, Adam Smith conceives the amount of labour 
contained in the product as value and as determining value, 
can be shown by many examples. Some of these examples are 
dealt with by Ricardo. His whole doctrine of the influence of 
the division of labour and improved machinery on the prices 
of commodities is based on this. Here it is enough to quote 
one passage. In Book I, Chapter XI, Adam Smith speaks of 
the cheapening of many manufactured goods in his time as 
compared with former centuries, and then remarks: " It cost a 
greater quantity of labour to bring the goods to the market. 
When they were brought thither, therefore, they must have 
purchased or exchanged for the price of a greater quantity" 
(p. 21 r). 

In addition to the points here discussed it must be said that 
among his inconsistencies in defining value-apart from the 
apparent contradiction in regard to wages-there is a further 
confusion: the measure of value as an immanent measure, 
which at the same time forms the substance of value, is confused 
with the measure of value in the sense that money is spoken of 
as the measure of value. With this then comes the attempt to 
~uare the circle-to find a commodity of unchanging value 
~hich would serve as a constant measure for others. As to 
the relation between the measurement of value by money and 
the determination of value by labour time, see the first part of 
my work. 1 This confusion can also be found in certain passages 
of Ricardo. 

1 Critiqt.U of Political Economy, Kerr edition, p. 75· 
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whom they will supply with materials and subsistence, in order 
to make a profit by the sale of their work, or by what their 
labour adds to the value of the materials" (p. 42). 

Stop a moment, before we follow the passage further. In the 
first place, whence come the "industrious people" who possess 
neither means of subsistence nor materials of labour, who are 
hanging in the empty air? If we strip Smith's statement of its 
naive phrasing, it means nothing more than that capitalist 
production begins at the moment when the conditions of 
labour belong to one class, and another class has at its disposal 
nothing but labour power. This separation of labour from the 
conditions oflabour is the precondition of capitalist production. 

Secondly, however, what does Adam Smith mean when he 
says that the owners of capital employ "industrious people in 
order to make a profit by the sale of their work, or by what 
their labour adds to the value of the materials"? Does he mean 
by this that the profit comes from the sale, that the commodities 
are sold above their value-that is, what Steuart calls profit upon 
alienation-which is nothing but a changed distribution of 
already existing wealth? Let him answer for himself: 

"In exchanging the complete manufacture either for 
money, for labour, 1 or for other goods, over and above 
what may be sufficient to pay the price of the materials, 
and the wages of the workmen, something must be given 
for the profits of the undertaker of the work who hazards 
his stock in this adventure" (Book I, Chapter VI, p. 42). 

This "something" which must be given "for the profits of 
the undertaker" in the exchange of the completed commodity, 
does it come from the sale of the goods above their value, is it 
Steuart's profit upon alienation? 

"The value", says Adam Smith immediately afterwards, 
"which the workmen add to the material, therefore, resolves 
itself in this case2 into two parts, of which the one pays their 
wages, the other the profits of their employer upon the whole 
stock of materials and wages which he advanced." 

Here therefore Adam Smith explicitly states: the profit 
which is made on the sale of the completed commodity origin-

1 Here again is a source of new error. 
2 When capitalist production has appeared. 
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ates not from the sale itself, not from the sale of the commodity 
above its value, is not profit upon alienation. The value, that 
is to say, the quantity of labour which the workers add to the 
material, falls rather into two parts. One pays their wages and 
is paid through their wages. The workers therewith give back 
only as much labour as they have received in the form of wages. 
The other part forms the profit of the capitalist, that is, it is 
a quantity of labour which he sells without having paid for it. 
Thus if he sells the commodity at its value, that is, according 
to the amount of labour time contained in it, in other words, 
if he exchanges it for other commodities according to the law 
of value, then his profit originates from the fact that he has 
not paid for one part of the labour contained in the goods, 
but has nevertheless sold it. Adam Smith has thereby himself

1 
refuted the idea that the circumstance which results in the 
whole product of his labour no longer belonging to the worker, 
but it or its value having to be shared with the owner of 
capital- that this circumstance invalidates the law according 
to which the relation in which commodities exchange one with 
another, or their exchange value, is determined by the quantity 
of labour time materialised in them. Indeed, on the contrary, 
he traces the profit of the capitalist to the fact that this capitalist 
has not paid for a part of the labour added to the commodity, 
and thence comes his profit on the sale of the commodity. 
We shall see how Adam Smith further on even more explicitly 
derives profit from the labour which the worker performs 
beyond the quantity of labour with which he pays for the 
wages, that is, with which he replaces the wages by an equi
valent. Adam Smith has thereby recognised the true origin 
of surplus value. He has at the same time expressly stated that 
it does not arise from funds advanced whose value- no matter 
how useful they may be in the actual labour process- merely 
reappears in the product, but that it arises exclusively from the 
new labour which the "workers add to the raw material" in 
the new process of production, in which those funds figure as 
means of labour or instruments of labour. 

On the other hand the phrase "in exchanging the complete 
manufacture either for money, for labour, or for other goods" 
is wrong (and arises from the confusion mentioned earlier). 
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the capitalist buys an additional sum of labour for which he 
does not pay, an excess over the quantity of labour contained 
in the money paid out by him. And this additional quantity 
of labour constitutes in fact the surplus value created by 
capital. But as the money with which the capitalist buys the 
labour power, and therewith, in the actual result, a definite 
quantity of labour-as this money is nothing but the altered 
form of all other commodities, their independent existence as 
exchange value, it can equally well be said that all commodities, 
in exchange with living labour, buy more labour than they 
contain. This excess constitutes precisely surplus value. It is 
greatly to Adam Smith's credit that in Book I (Chapters VI, VII 
and VIII)-just where he passes from simple commodity ex
change and its law of value to exchange between materialised 
and living labour, to an examination of profit and land rent in 
general, in short, to the origin of surplus value-that here he 
feels that at this point some flaw has emerged. He senses that, 
however it may have come about-and this he does not grasp
the law is in fact suspended in the result: more labour is 
exchanged for less labour (from the standpoint of the worker); 
less labour is exchanged for more labour (from the standpoint 
of the capitalist). He emphasises (and this he evidently finds 
disconcerting) that with the accumulation of capital and with 
property in land- that is, when the conditions necessary for 
labour assume an independent existence over against labour 
itself- a new development occurs, which is apparently (and 
actually, in the result) a reversal of the law of value into its 
opposite. It is his theoretical strength that he feels and stresses 
this contradiction, just as it is his theoretical weakness that 
this contradiction shakes his confidence in the general law 
even for simple commodity exchange. He does not see how 
this contradiction arises through labour power itself becoming 
a commodity, and that in the case of this specific commodity 
its use value, which is quite a different thing from its exchange 
value, is precisely the energy which creates exchange value. 
Ricardo is ahead of Adam Smith in that these apparent 
contradictions, which in their result are real contradictions, 
cause him no trouble. But he is inferior to Adam Smith in 
that he does not even suspect that this presents a problem; 
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arises; for it is the only part of the capital that not only repro
duces itself but produces a surplus in product and value. 

In profit, on the other hand, the surplus value is calculated 
on the total sum of capital advanced, and besides this modifica
tion other new ones appear as a result of the equalisation of 
profits in the various spheres of production of capital. Although 
Adam Smith explains the essence of surplus value, he does not 
explicitly present it in the form of a definite category distinct 
from its specific forms, and because of this in his later treatment 
he directly confuses it with the further developed forms of 
profit. This error persists with Ricardo and all his disciples. 
Hence arise (and with Ricardo all the more strikingly because 
he works out the fundamental law of value with greater 
systematic unity and consistency, so that the inconsistencies 
and contradictions are more strikingly apparent) a series of 
inconsistencies, unresolved contradictions and fatuities, which 
the Ricardians (as we shall see later in the section dealing 
with Profit) try to solve with scholastic phraseology. Crass 
empiricism is transformed into false metaphysics, scholasticism, 
which toils painfully to deduce undeniably empirical pheno
mena by simple formal analysis from the general law, or to 
reason out a justification for them on the basis of that law. 
We will give an example at this point from Adam Smith, 
because the confusion creeps in not where he is dealing as an 
expert with profit or land rent, those particular forms of 
surplus value, but where he is thinking of them only as forms 
of surplus value in general, as "deductions from the labour 
which the workmen have expended on the material". 

We have already quoted the passage: 

"The value which the workmen add to the materials, 
therefore, resolves itself in this case into two parts, of which 
the one pays their wages, the other the profits of their 
employer upon the whole stock of materials and wages • 
which he advanced" (Book I , Chapter VI, p. 42). 

Adam Smith continues: 
"He [the employer] could have no interest- to employ 

them [the workers], unless he expected from the sale of 
their work something more than what was sufficient to 
replace his stock to him; and he could have no interest to 
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employ a great stock rather than a small one, unless his profits 
were to bear some proportion to the extent of his stock." 

We note in the first place that Adam Smith at the start 
reduces the surplus value-the excess which the employer 
makes over and above the quantity of value necessary to 
replace his capital- to the portion of the labour which the 
workers add to the raw material in excess of the quantity that 
replaces their wages. After he has thus made this surplus arise 
purely from that portion of the capital which is laid out in 
wages, he then immediately conceives this same surplus in 
the form of profit- that is to say, not in relation to that part 
of the capital from which it arises, but as a surplus over the 
total value of the capital advanced, "upon the whole stock of 
the materials and wages which he advanced". 1 He therefore 
conceives surplus value directly in the form of profit. Hence 
the difficulties that soon appear. The capitalist, Adam Smith 
says, "could have no interest to employ them [the workers], 
unless he expected from the sale of their work something more 
than was sufficient to replace his stock to him". 

Once capitalist relations are taken for granted, this is quite 
correct. The capitalist does not produce in order to satisfy 
his needs with the product; he produces as a rule with no 
immediate regard to consumption. He produces in order to 
produce surplus value. Adam Smith, however, does not explain 
surplus value-as some of his stupid disciples later did- by this 
assumption, which means nothing more than that, assuming 
capitalist production, the capitalist produces for the sake of 
surplus value; that is to say, he does not explain the existence 
of surplus value by the interests of the capitalist, by his desire 
for surplus value. On the contrary, he has already derived this 
surplus value from the value which the workers add to the 
raw materials in excess of the value added in exchange for the 
wages they receive. 

But he then immediately goes on to say: the capitalist could 
have no interest in employing a larger instead of a smaller 
capital, unless his profits bore a definite relation to the magni
tude of the capital advanced. Here profit is no longer explained / 
by the nature of surplus value, but by the " interest" of the 

1 It is an oversight that he here leaves out of account the instruments of labour. 
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_gtpitalist. Which is just silly. Adam Smith is not aware that, 
by lumping together in this direct way surplus value with 
profit and profit with surplus value, he is upsetting the law 
as to the origin of surplus value which he has just established. 
If surplus value is only the part of value (or of the quantity 
of labour) added by the worker to the raw material, in excess 
of that part of the value added to replace the wage, why 
should that second part grow as the direct result of the value 
of the advanced capital being greater in one case than in 
another? The contradiction is even more evident in the example 
which Adam Smith himself gives immediately following this 
passage, in order to refute the view according to which profit 
is a wage paid for the so-called " labour of inspection and 
direction". He says: 

"They [the profits of stock] are, however, altogether 
different [from wages], are regulated by quite different 
principles, and bear no proportion to the quantity, the 
hardship, or the ingenuity of this supposed labour of inspec
tion and direction. They are regulated altogether by the value 
of the stock employed, and are greater or smaller in propor
tion to the extent of this stock. Let us suppose, for example, 
that in some particular place, where the common annual 
profits of manufacturing stock are ten per cent., there are 
two different manufactures, in each of which twenty workmen 
are employed at the rate of £r5 a year each, or at the 
expense of 300 a year in each manufactory. Let us suppose, 
too, that the coarse materials annually wrought up in the 
one cost only £700, while the finer materials in the other 
cost £7,000. The capital annually employed in the one will 
in this case amount only to £r,ooo; whereas that employed 
in the other will amount to £7,300. At the rate of ro per 
cent., therefore, the undertaker of the one will expect a 
yearly profit of about £roo only, while that of the other 
will expect about £730. But though their profits are so very 
different, their labour of inspection and direction may be 
either altogether or very nearly the same" (Book I, Chap
ter VI , p. 43). 

From surplus value in its general form we come straight to 
a common rate of profit, which has nothing directly to do 
with it. But let that be! In both of the factories twenty workers 



3. CAPITAL AND LANDED PROPERTY AS SOURCES 
OF VALUE 

IN An Inquiry into the .Nature and Origin of public Wealth (Edin
burgh, I 804) Lauderdale raises the objection to Adam Smith's 
explanation of surplus value-which he says is in accord with 
the views already advanced by Locke-that capital is not an 
original source of wealth as Smith makes out, but only a 
derivative source. The relevant passage runs: 

"More than I oo years ago Locke expressed almost the 
same opinion as Adam Smith. 'Money', he said, 'is a barren 
thing and does not produce anything, but as a result of 
agreement carries in its pocket something which was the 
reward for the labour of somebody else.' 1 If that point of 
view regarding the profits of capital would be quite true, 
it would result that profits would serve not the primary but 
the producing source of wealth, and capital would therefore 
not be considered as the source of wealth, as profit from 
it merely transfers the money from the pocket of the worker 
to that of the capitalist" (pp. 157-8). 

In so far as the value of the capital reappears in the product, 
it cannot be called "the source of wealth". I n this case it is 
only as accumulated labour, as a definite quantity of material
ised labour, that it passes its own value over into the product. 

Capital is productive of value only as a relation, in so far as 
it is a coercive force on wage labour compelling it to perform 
surplus labour, spurring on the productive power of labour to 
create relative surplus value. I n both cases it only produces 
value as the power, alienated from labour, of labour's own 
mat~rial conditions over labour, only as one of the forms of 
wage labour itself; as a condition of wage labour. But in the 
sense commonly used by the economists, as stored-up labour 
existing in the form of money or commodities, capital functions 
productively in the labour process like all other conditions of 

1 Locke, Some Considerations of the Co11Sequmces of the !Awering of Interest and Raising 
the Value of Money, 1692, p. 53· 
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labour, including the unpaid natural forces, in the production 
of use values; but it is never the source of value. It creates no 
new value, and only adds exchange value to the product at 
all in so far as it has exchange value-that is to say, in so far 
as it itself consists in materialised labour time, so that labour 
is the source of its value. 

Lauderdale is right in this respect-that Adam Smith, after 
explaining the nature of surplus value and of value, is wrong 
in presenting capital and landed property as independent 
sources of exchange value. They are sources of revenue for 
their owner, in so far as they are the title to a certain quantity 
of surplus labour, which the worker has to perform over and 
above the labour time required to replace his wages. T hus 
Adam Smith says for example : 

"Wages, profit and rent, are the three original sources of 
all revenue as well as of all exchangeable value" (Book I, 
Chapter VI , p. 46). 

Just as it is true to say that they are the "three original 
sources of all revenue", it is equally false to say that they are 
also "the three original sources of all exchangeable value", 
since the value of a commodity is determined exclusively by 
the labour time contained in it. How can Adam Smith, 
immediately after presenting rent and profit as mere deductions, 
deductions from the value or the labour added by the worker 
to the raw material, ca~l them "original sources of exchangeable 
value"? (They can be so described only in the sense that they 
set the "original sources" in motion, that is, compel the 
workers to perform surplus labour.) In so far as they are titles 
(conditions) for the appropriation of a part of the value, that 
is, of the labour materialised in the commodity, they are 
sources of income for their owner. But the distribution or 
appropriation of value is certainly not the source of the value 
that is appropriated. If this appropriation did not take place, 
and the worker received as wages the whole product of his 
labour, the value of the commodities produced would be just 
the same as before, although it was not shared with the land
owner and the capitalist. Landed property and capital, 
which constitute sources of revenue for their owners- that is to 



5. PRODUCTI VE AND UNPRODUCTIVE LABOUR 

(a) Definition of Productive Labour as Labour which 
produces Capital 

[WE come now to the last point which we have to examine in 
Adam Smith's theories, the distinction between productive 
and unproductive labour.] 

In Adam Smith's definition of what he calls productive labour 
in contradistinction to unproductive labour, we find the same 
two-sided approach as we have found on every question up 
to now. We find jumbled together in his presentation two 
conceptions of what he calls productive labour, and to begin 
with we will examine the first, the correct conception. 

Productive labour, in its significance for capitalist production, 
is wage labour which, exchanged against the variable part of 
capital, not only reproduces this part of the capital (or the 
value of its own labour power), but in addition produces 
surplus value for the capitalist. It is only through it that 
commodity or money is transformed into capital, produces as 
capital. Only that wage labour is productive which produces 
capital. This means that it reproduces in expanded form the 
sum of value laid out on it, or that i t gives back more labour 
than it receives in the form of wages. T hus it is only that labour 
power whose utilisation produces a value greater than its 
own. The existence of a capitalist class, and therefore of 
capital, is founded on the productivity of labour; not however 
on its absolute, but on its relative productivity. For example, 
if a working day only sufficed to maintain the worker in 
existence, that is, to reproduce his labour power, then, speaking 
in an absolute sense, the labour would be productive, because 
it was reproductive- that is to say, it constantly replaced the 
values (equal to the value of its own labour power) which it 
consumed. But it would not be productive in the capitalist 
sense, because it produced no surplus value. It produced in 
fact no new value, but only replaced the old; it would have 
consumed the value in one form in order to reproduce it in 
another. And in this sense i t has been said that a worker is 
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productive whose production is equal to his own consumption, 
and that a worker is unproductive who consumes more than 
he reproduces. 

The productivity of labour in the capitalist sense is based 
on relative productivity-that the worker not only replaces an 
old value but creates a new one; that he materialises more 
labour time in his product than is materialised in the product 
that maintains his existence as a worker. The existence of 
capital is founded on this type of productive wage labour. 

This conception of productive labour follows naturally from 
Adam Smith's conception of the source of surplus value, that 
is, of the nature of capital. In so far as he holds to this concep
tion he is following a course opened up by the Physiocrats and 
even by the Mercantilists; he only rids it of false notions, thus 
bringing out its inner kernel. The Physiocrats, though wrong 
in thinking that only agricultural labour is productive, main
tained the correct view, from the capitalist standpoint, that 
only that labour is productive which creates a surplus value; 
and in fact a surplus value not for itself, but for the owner of 
the means of production; labour which creates a produit net, 
not for itself but for the landowner. For the surplus value or 
the surplus labour time is materialised in a surplus product or 
produit net. 

But here again they have a false notion of it; they see it for 
example where there is a surplus of wheat beyond what the 
workers and farmers consume; but there is also a surplus of 
cloth beyond what the clothmakers (workers and employers) 
need for their own clothing. 

Surplus value itself is wrongly conceived, because they have 
false ideas of value, reducing it to the use value of the labour, 
not to the labour time, to social, homogeneous labour. Never
theless, there remains the correct proposition that only that 
wage labour is productive which creates more value than it 
costs. Adam Smith frees this from the false notion with which 
it was linked among the Physiocrats. 

Let us go back beyond the Physiocrats to the Mercantilists. 
In their case also there is one aspect of their theory which, 
though they were not conscious of it, contains the same view of 
productive labour. Their theory was based on the idea that 
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drawn from the former to the latter: thus all capital comes 
to yield higher profits than formerly, and a rise of profits is 
always equivalent to a fall of wages" (John Barton, Observa
tions on the Circumstances which irifluence the Condition of the 
Labouring Classes of Sociery, London, 18I7, pp. 29 .if.). 
So, firstly, according to Barton there was a repetition in the 

second half of the eighteenth century of the same phenomenon 
as that which gave the impulse to the Mercantile System in the 
last third of the sixteenth and in the seventeenth century. 
Secondly, as only exported goods were measured against gold 
and silver on the basis of its fallen value, while goods destined 
for consumption internally continued to be measured in gold 
and silver according to its old value (until competition among 
the capitalists put an end to this measurement by two different 
standards), labour in the former branches of production 
appeared to be directly productive-that is, creating surplus 
value- because of the fact that wages were depressed below 
their former level. 

The second, wrong conception of productive labour which 
Adam Smith develops is so interwoven with the correct one 
that the two conceptions follow each other step by step in the 
same passage. To illustrate the first conception it is therefore 
necessary to tear the quotations apart and deal with them 
piecemeal. 

Chapter III of Book II of The Wealth of Nations opens 
with the words: 

"There is one sort of labour which adds to the value of 
the subject upon which it is bestowed: there is am,ther 
which has no such effect. The former, as it produces a value, 
may be called .E!Oductive; the latter, un,eroductive labour. 
Thus the labour of a._manufactw:er: ~ds, generally, to the 
value of the materials wlllch- he works upon, that of his 
own maintenance, and of his master's ·profit. The labour of 
a menial ~servant, on the contrary, adds to the value of 
nothing. Though the manufacturer has his wages advanced 
to 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. But the maintenance of a 
menial servant never is restored. A man grows rich by 
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employing a multitude of manufacturers: he grows poor by 
maintaining a multitude of menial servants" (pp. 294- 5). 

I n this passage-and the contradictory statements jostle 
each other even more closely in the passages that follow, which 
we shall quote later- what is in the main treated as productive 
labour is labour which produces a surplus value-"his master's 
profit"- in addition to reproducing the value "of his (the 
worker's) own maintenance" . Also, the industrialist could 
not "grow rich by employing a multitude of manufacturers" 
unless the latter, in addition to the value which their own 
maintenance costs, added also a surplus value. 

Secondly, however, in this passage Adam Smith treats as 
productive labour that which "creates a value" in general. 
But leaving this latter statement out of account for the moment, 
we will first cite other passages in which the first view is partly 
repeated, partly formulated more sharply, but particularly 
also further developed . 

"But if the quantity of food and clothing, which were 
thus consumed by unproductive, had been distributed 
among productive hands, they would have reproduced, 
together with a profit, the full value of their consumption". 
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value than he paid for it; and so the use value of the labour ~ ;r.( ~ ,~ 
consists for him in the fact that he gets back a greater quantity ~ ~"'~12-.. 
of labour time than he paid out in the form of the wages .• ) t>.';:-..., .~~ 
Included among productive workers are of course all those L "'----rt.~ 1 

who contribute to the production of the commodity in one 
way or another, from the actual operative to the manager or 
engineer (as distinct from the capitalist) . And so even the latest 
English official Report on the Factories explicitly includes in 
the category of employed wage workers all persons employed 
in the factories and in the offices attached to them, with the 
exception of the manufacturers themselves. The productive 
worker is here defined from the standpoint of capitalist produc-
tion, and Adam Smith got to the very essence of the concept, 
hit the nail on the head. This is one of his greatest scientific 
merits (as Malthus rightly observed, this critical differentiation 
between productive and unproductive labour remains the 
foundation of all bourgeois political economy)-that he defined 
productive labour as labour which is exchanged directly with 
capital; that is, an exchange through which tl1e means of 
production required for labour, and value in general-money 
or commodities-are first transformed into capital and labour 
into wage labour in its scientific meaning. Thereby also what 
is unproductive labour is absolutely defined. It is labour which 
is not exchanged against capital, but directly against revenue, 
that is, against wages or profit, including of course the various 
categories of those who share in the profit of the capitalist, as 
interest and rent. Where all labour in part still pays itself, as 
for example the agricultural labour of the serfs, and in part is 
directly exchanged against revenue, as in the case of manufac
turing labour in the cities of Asia, there exists no capital and 
no wage labour in the sense of bourgeois political economy. 
These definitions arc therefore not derived from the material 
processes of labour- neither from the nature of its product nor 
from the work performed as concrete labour- but from the 
definite social forms, the social relations of production, within 
which these processes are realised. 

An actor, for example, or even a clown, according to this 
definition is a productive worker, if he works in the employ 
of a capitalist (an entrepreneur) to whom he returns more labour 
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non-commodities, use values for personal consumption, dis
appears, it is clear that the unproductive workers- those whose 
services are exchanged directly against revenue-perform for 
the most part only personal services, and only an infinitesimal 
part of them (like cooks, seamstresses, jobbing tailors and so 
on) will produce material use values. That they produce no 
commodities follows from the nature of the case. For the commo
dity as such is never a direct object of consumption, but a 
bearer of exchange value. Consequently only a quite insignifi
cant part of these unproductive workers can play a direct 
part in material production once the capitalist mode of 
production has developed. It is only by the exchange of [their] 
services against revenue that they participate in the latter. 
This does not prevent, as Adam Smith notes, the value of the 
services of these unproductive workers being determined and 
determinable in the same (or an analogous) way as that of 
the productive workers: namely, by the production costs 
involved in their maintenance or production of their main
tenance. Other factors also have importance in this connection, 
but they are not relevant here. 

The labour power of the productive worker is a commodity 
for the worker himself. So is that of the unproductive worker. 
But the productive worker produces commodities for the 
buyer of his labour power. The unproductive worker produces 
for him a mere use value, not a commodity; an imaginary or 
a real use value. It is characteristic for the unproductive 
worker that he produces no commodities for his buyer, but 
indeed receives commodities from him. 

"The labour of some of the most respectable orders in the 
society is, like that of menial servants, unproductive of any 
value. . . . The sovereign, for example, with all the officers 
both of justice and war who serve under him, the whole 
army and navy, are unproductive labourers. They are the 
servants of the public, and are maintained by a part of the 
annual produce of the industry of other people .... In the 
same class must be ranked . . . : churchmen, lawyers, 
physicians, men of letters of all kinds; players, buffoons, 
musicians, opera-singers, opera-dancers, etc." (p. 295) . 
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In itself, as has been said, this distinction between productive 
and unproductive labour has nothing to do either with the 
particular speciality of the labour or with the particular use 
value in which this special labour incorporates itself. In the 
one case the labour is exchanged against capital, in the other 
against revenue. In the one case the labour is transformed 
into capital and produces a profit for the capitalist; in the 
other case it is an expenditure, one of the articles in which 
revenue is consumed. For example, the worker employed by a 
piano maker is a productive worker. His labour replaces not 
only the wage which he consumes; but in the product, the 
piano, the commodity which the piano maker sells, is contained 
a surplus value over and above the value of the wage. If on the 
other hand I buy all the materials required for a piano (or for 
all it matters the worker himself may possess them) and, instead 
of buying the piano in a shop, have it made in my home
then the worker who makes the piano is an unproductive worker, 
because his labour is exchanged directly against my revenue. 

Hence it is clear that in the same proportion as capital 
subjugates to itself the whole of production-that is, all 
commodities are produced for the market and not for direct 
consumption-and the productivity of labour rises to the same 
degree, a material difference between productive and unpro
ductive labour will more and more develop, inasmuch as the 
former, with minor exceptions, will exclusively produce 
commodities, while the latter, with minor exceptions, will 
perform only personal services. The former class will conse
quently produce the immediate, material wealth consisting in 
commodities, all commodities except that which consists of 
labour power itself. This is one of the considerations which 
prompt Adam Smith to add other points of difference, in 
addition to this first differentia specifica by which they are 
defined in principle. 

Thus, following through various associations of ideas, he says: 

"The labour of a menial servant, 1 on the contrary, adds 
to the value of nothing . . . the maintenance of a menial 
.servant never is restored. A man grows rich by employing a 

1 As distinct from that of the "manufacturer" . 
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multitude of manufacturers: he grows poor by maintaining 
a multitude of menial servants. The labour of the latter, 
however, l}_as its va!_ue, and deserves its reward as well as 
that of the former. But the labour of the manufacturer fixes 
and realises itself in some particular subject or vendible 
commodity, :wlllch. lasts for some tirll.e at least after that 
labour is pasL"Ifis:-·as-it were, a certain quantity of labour 
stocked and stored up to be employed, if necessary, upon 
some otner occasioi1."That subject, or what is the same thing, 
the price of that subject, can afterwards, if necessary, put 
into motion a quantity of labour equal to that which had 
originally produced it. The labour of the menial servant, on 
the contrary, does not fix or realise itself in any particular 
subject or vendible commodity. His services generally 
perish in the very instant of their. performance, and seldom 
leave any trace or value behind them for which an equal 
quantity of service could afterwards be procured. 

"The labour of some of the most respectable orders in the 
society is, like that of menial servants, unproductive of any 
value, and does not fix or realise itself in any permanent 
subject, or vendible commodity ... " (Book II, Chapter III, 
pp. 294- 5)· 

For the definition of the unproductive worker we here have 
the following determinants, which at the same time form the 
links in Adam Smith's train of thought: 

The labour of the unproductive worker "produces no 
value", "adds to the value of nothing", "the maintenance (of 
the unproductive worker) never is restored", "his labour does 
not fix or realise itself in any particular subject or vendible 
commodity". On the contrary, "his services generally perish 
in the very instant of their performance, and seldom leave 
any trace or value behind them for which an equal quantity 
of service could afterwards be procured". Finally, "his labour 
does not fix or realise itself in any permanent subject or 
vendible commodity". 

In this presentation productive or unproductive is used in a 
sense different from its original use. It no longer refers to 
production of a surplus value, which by its nature includes 
reproduction of an equivalent for the value consumed. But 
according to this presentation, the labour of a worker is 
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material product and could just as well (in its result) be a 
vendible commodity as it in fact is for the proprietor of the 
hotel. 

The great difference remains however: the cook does not } 
replace for me (the private person) the fund out of which I 
pay her. For I buy her labour not as a value-creating element, 
but merely for the sake of its use value. H er labour as little \ 
replaces for me the fund with which I pay for it, that is, her 
wage, as the dinner that I eat in the hotel in itself enables me 
to buy and eat the same dinner a second time. This distinction 
however is also to be found between commodities. The 
commodity which the capitalist buys in order to replace his 
constant capital (for example, cotton material, if he is a cotton
printer) replaces its value in the printed cotton. But if on the 
other hand he buys the cotton in order to consume it himself, 
this commodity does not replace his outlay. The largest 
proportion of society, that is to say the working class, must, 
for that matter, perform this kind of labour for itself; but it 
can only perform it when it has worked "productively". It 
can only cook meat for itself when it has produced a wage 
with which it can pay for the meat; and it can only keep its 
furniture and dwellings clea~, or clean its boots, when it has J / 

1 
produced the value of furmture, house rent and boots. For / 
this class of productive workers itself, therefore, what appears 
as unproductive labour is labour which they perform for 
themselves. This unproductive labour never enables them to 
repeat the same unproductive labour a second time unless jl 
they have previously worked productively. 

Thirdly. On the other hand: an entrepreneur of theatres, 
concerts, brothels, etc., buys the temporary disposal over the 
labour power of the actors, musicians, prostitutes, etc.-in 
reality in a roundabout way that is only of formal economic 
interest: in its result the movement is the same. He buys this 
so-called "unproductive labour", whose "services perish in 
the very instant of their performance" and do not fix or realise 
themselves in "any permanent (particular is also used) subject 
or vendible commodity" (other than themselves) . The sale 
of these to the public provides him with wages and profit. 
And these services, which he has bought in this way, enable 
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namely, labour power itself, into whose costs of production 
and reproduction these services enter. However, Adam Smith 
knew how little "education" enters into the costs of production 
of the mass of the workers. And in any case the doctor's 
services belong to the faux frais of production. They can be 
counted as the costs of repair for labour power. Let us assume 
that wages and profit simultaneously decline in total value, 
whatever the cause- for example, because the nation has 
become lazier-and at the same time fall as measured in use 
value, because labour has become less productive owing to a 
bad harvest, etc.; in short, that the part of the product whose 
value is equivalent to revenue declines, because less new 
labour has been applied in the past year and because the 
labour that was applied has been less productive. If then 
capitalists and workers want to consume the same sum of 
value in material things as they did before, they would be 
able to buy less of the services of the doctor, schoolmaster, etc. 
And if they were compelled to continue the same outlay on 
both, then they would have to restrict their consumption of 
other things. It is therefore clear that the labours of the doctor 
and schoolmaster do not directly create the fund out of which 
they are paid, although their labours enter into the costs of 
production of the fund which creates all values whatsoever
the costs ofproaucti~flabour power. 

Adam Smith continues : 

"Thirdly, it seems upon every suppos1tJ.on improper to 
say that the labour o(artificer§, manufacturers and merchants 
does not increase the real revenue of the society. Though we 
should suppose, for example, as it seems to be supposed in 
this system, that the value of the daily, monthly, and yearly 
consumption of this class was exactly equal to that of its 
daily, monthly, and yearly production, yet it would not 
from thence follow that its labour added nothing to the real 
revenue, to the real value of the annual produce of the land 
and labour of the society. An artificer, for example, who, in 
the first six months after harvest, executes ten pounds' 
worth of work, though he should in the same time consume 
ten pounds' worth of corn and other necessaries, yet really 
adds the value of ten pounds to the annual produce of the 
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itself, productive labour is that which produces commodities, 
material products, whose production has cost a definite 
quantity of labour or labour time. Among these material 
products arc included all products of art and science, books, 
paintings, statues, etc., in so far as they take the form of 
things. In addition, however, the product of labour must be a 
commodity in the sense that it is a "vendible commodity", 
that is, a commodity in its first form, which has still to pass 
through its metamorphosis. 

A manufacturer may himself construct a machine, when he 
cannot get it built anywhere else, not to sell it but to make use 
of it as a usc value. But he then makes usc of it as part of his 
constant capital, and thus sells it in instalments in the form 
of the product which it has helped to make. 

Certain labours of "menial servants" may equally well take 
the form of (potential) commodities, and even of the same 
use values, considered as material objects. But they are not 
productive workers, because in fact they produce not commo
dities but immediate "use values". As for labours which arc 
productive for their buyers or users themselves-as for example 
the labour of the actor for a theatrical entrepreneur-they arc 
shown to be unproductive labours by the fact that their 
buyer cannot sell them to the public in the form of commodi-

..- ties, but only in the form of the action itself. 
Apart from such cases, productive labour is that which 

produces commodities, and unproductive labour is that which 
produces personal services. The former labour is represented 
by a vendible thing; the latter must be consumed while it is 
being performed. The former (except for that labour which 
creates labour power itself) comprises all material and intellec
tual wealth- meat as well as books-that exists in the form 
of things; the latter covers all labours which satisfy any 
imaginary or real need of the individual-or even those which 
are forced upon the individual against his will. 

The commodity is the most elementary form of bourgeois 
wealth. The explanation of "productive labour" as labour 
which produces " commodities" corresponds therefore to a 
far more elementary point of view than that which explains 
productive labour as labour which produces capital. 
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The opponents of Adam Smith have left out of account his 
first and pertinent definition, and have concentrated on the 
second, pointing out the unavoidable contradictions and 
inconsistencies to which it gives rise. Their attacks were made 
all the easier for them by their insistence on the material 
content of the labour, and particularly on the condition that 
the labour must be fixed in a more or less durable product. 
We shall see soon what it was that particularly gave rise to 
the polemics. 

But first another point. Adam Smith says of the Physiocratic 
system that its great merit is its recognition of the fact that the 
wealth of nations consists "not in the unconsumable riches of 
money, but in the consumable goods annually produced by 
the labour ofthe society" (Book IV, Chapter IX). 

Here we have the application of his second definition of 
productive labour. 

The determination of surplus value naturally depended on 
the form in which val.Y.e itself was conceived. I n the Monetary 
and Mercantile system it is therefore presented as !JlOney; by 
the Physiocrats as the product of the land, as agricul~al 
£!Osluct; finally by Adam Smith simply as .[_ommodi{y. I n so 
far as the Physiocrats touch on the substance of value, they 
resolve it into pure use value (matter, corporeal object), just 
as the Mercantilists resolve it into the pure form of value, the 
form in which the product makes itself manifest as general social 
labour: money. With Adam Smith, both properties of the 
commodity are grasped- use value and exchange value-and 
so all labour is productive which manifests itself in any use 
value, any useful product. The fact that it is labour that 
manifests itself in the product implies that the product is also 
equal to a definite quantity of general social labour. Adam 
Smith, in contrast to the Physiocrats, restores to its place the 
value of the product as the essential thing for bourgeois 
wealth; but on the other hand he strips off from value the 
purely fantastic form- that of gold and silver-in which jt 
appeared to the Mercantilists. Every commodity is in itself 
money. It must be recognised that Adam Smith at the same \ 
time also falls back into the Mercantilist conception of "durabi
lity", in fact of "imperishability". We can recall the passage 
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in l_e!!_y1 where~alth i~lued_according to th£._deg~ to 
whicnTt is more or less durable without perishing, and finally 
gold and silver are placed at the top as wealth that is "not 
perishable". 

A. Blanqui say_s of Adam Smith: "In restricting the sphere 
/ of wealth exclusively to those values which are embodied in 
1 material substances, he erased from the book of production 

the whole boundless mass of immaterial values, daughters of 
the moral capital of civilised nations, etc." (Histoire de l'Economie 
Politique, Brussels, I842, p. 152). 

* * * 
In Chapter I ofBook IV Adam Smith himself says: 

"Mr. Locke remarks a distinction between money and 
other movable goods. All other movable goods, he says, are 
of so consumable a nature that the wealth which consists in 
them cannot be much depended on. . .. Money, on the 
contrary, is a steady friend" (p. 376). 

And further on in the same chapter: 

"Consumable commodities, it is said, are soon destroyed; 
whereas gold and silver are of a more durable nature, and, 
were it not for this continual exportation, might be accumu
lated for ages together, to the incredible augmentation of the 
real wealth of the country" (p. 385) . 

T he man of the Monetary System hankers after gold and 
silver because they are money, the independently existing, 
tangible substantiation of exchange value, its indestructible, 
eternally enduring substantiation- so long as it is not allowed 
to become means of circulation, the merely transient form of 
the exchange value of commodities. The accumulation of it, 
the amassing of it, the formation of a hoard is consequently 
his way of enriching himsel£ And, as I showed in the quotation 
from Petty, other commodities are themselves valued in the 
degree to which they are more or less durable, that is, remain 
exchange value. 

Now in the first place Adam Smith repeats this same view-

1 See The Critique qf Political Economy, pp. 172-3 (Kerr edition), quoting Petty, 
Political Arithmetick, p. 196. 
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that Adam Smith, by thus mixing together the two distinctions 
he draws, very much weakens and blunts the principal 
distinction. 

(c) The Polemic against Adam Smith's Definition 

The polemic against Adam Smith's differentiation between 
productive and unproductive labour was for the most part 
confined to the dii minorum gentium, 1 among whom moreover 
Storch was the most important; it is not to be found in the 
work of any outstanding economist- of any economist of 
whom it can be said that he made some discovery in political 
economy. On the contrary, it is the hobby-horse of the second
rate, and especially of the school-masterish compilers and 
writers of compendia, as well as of dilettanti with facile pens 
and vulgarisers in this field. What particularly gave rise to 
this polemic against Adam Smith was the following: 

First: the great mass of the so-called "higher-grade" workers 
-such as State officials, military people, professional workers, 
doctors, priests, judges, lawyers, etc., some of whom are not 
only not productive but essentially destructive, but know how 
to appropriate to themselves a very great part of the "material" 
wealth partly through the sale of their "immaterial" commodi
ties and partly by force and compulsion-found it not at all 
pleasant to be relegatedfrom the economic standpoint to the same 
class as clowns and servants, to appear merely as consumers 
along with these, parasites on the actual producers (or rather 
agents of production). This classification was a particular I 
profanation of precisely those functions which had formerly 
been surrounded with a halo, had enjoyed superstitious 
veneration. Political economy in its classical period, like the 
bourgeoisie itself in its parvenu period, adopted a severely 
critical attitude to the machinery of the State, etc. At a later 
stage it saw-practice also made it manifest-and learnt from 
experience, that the necessity for all these classes, in part 
completely unproductive, arose from its own organisation. In 
so far as those "unproductive workers" did not produce 
entertainment, so that their purchase· entirely depended on 
the way in which the agent of production cared to spend his 

1 Gods of the lesser tribes. 
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wages or profit- in so far as on the contrary they were necessary 
or made themselves necessary because of bodily infirmities 
(like doctors) or spiritual weaknesses (like parsons), or because 
of the conflict between private interests and national interests 
(like State employees, all legal people, police, soldiers), they 
were regarded by Adam Smith, as by the industrial capitalists 
themselves and the working class, as faux frais of production, 
which are therefore to be cut down to the most indispensable 
minimum and to be provided as cheaply as possible. Bourgeois 
society reproduces in its own form everything against which 
it had fought in feudal or absolutist form. Hence it becomes 
a principal task for the sycophants of this society, especially of 
the upper classes, to restore theoretically the prestige of even 
the purely parasitic sections of these "unproductive workers", 
or to justify even the exaggerated claims of the section which 
is indispensable. The dependence of the ideological etc. class on 
the capitalists was in fact proclaimed. 

Secondly, however, a part of the agents of production (of 
material production itself) were declared by one group or 
another of economists to be "unproductive". For example, 
the landowner, by the section of economists who represented 
industrial capital (Ricardo). Others (for example Carey) 
declared that the merchant was an "unproductive" worker. 
T hen even a third group came along, who declared that the 
"capitalists" themselves were unproductive, or at least tried 
to reduce their claims to material wealth to "wages", that is, 
to the wages of a "productive worker". Many intellectual 
workers seemed also open to this doubt. It was therefore 
advisable to make a compromise and recognise the productivity 
of all classes not directly included among the agents of material 
production. One good turn deserves another; and, as in the 
fable of the bees, it had to be established that even from the 
"productive", economic standpoint the bourgeois world with 
all the "unproductive workers" is the best of all worlds. This 
was all the more timely because the "unproductive workers" 
on their part were making critical observations in regard to 
the productivity of the classes which when all is said and done 
were "fruges consumere nati"l-Or even in regard to those agents 

1 Born to consume the fruiLS. 
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product in which it is materialised; but its character as the 
creative element of exchange value, that it is abstract labour; 
and not indeed that it represents simply a definite quantity 
of this general labour, but a greater quantity than is contained 
in its price, that is, in the value of the labour power. 

The capitalist production process is therefore also not merely 
/ the production of commodities. It is a process which absorbs 
unpaid labour, which makes of the means of production means 
for the absorption of unpaid labour. 

It follows from what has been said that the designation of 
labour as productive has absolutely nothing to do with the 
definite content of the labour, with its special usefulness, or 
with the particular use value in which it manifests itself. 

The same kind oflabour may be productive or unproductive. 

J
' For example, Milton, who wrote Paradise Lost, was an 

unproductive worker. On the other hand, the writer who 
~ "' ...... 1<-. turns out factory-made stuff for his publisher is a productive 
v""r;ct:...r ~~<~ 1 orker. Milton produced Paradise Lost for the same reason 
....._5'".1 .... ~(~. that a silk worm produces silk. It was an activity of his nature. 

Later he sold the product for £5· But the literary proletarian 
of Leipzig who fabricates books (for example, Compendia of 
Economics) under the direction of his publisher is a productive 
worker, for his production is subordinated to capital in advance 
and takes place only because it increases that capital. A singer 
who sells her song on her own is an unproductive worker. 
But the same singer, commissioned by an entrepreneur to sing in 
order to make money for him, is a productive worker. For she 
produces capital. 

Here there are various questions to be settled. Whether I 
buy a pair of trousers or whether I buy the cloth and get a 
journeyman tailor to come to my house to make up this cloth 
into trousers for me, and pay him for his service (that is, his 
tailoring labour), is a matter of absolute indifference to me, in 
so far as what I am interested in is the pair of trousers. If I 
buy the trousers from the capitalist tailor ("merchant tailor") 
instead of taking the latter course, I do that because the 
latter course is more expensive; and the trousers cost less 
labour, and are cheaper in consequence, if the capitalist 
tailor produces them than if I have them produced in the 
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of this relation whether the doctor cures me or the teacher 
makes a success of teaching me or the lawyer wins my lawsuit. 
What is paid for is the performance of the service as such, 
and by its very nature the result cannot be guaranteed by 
those who render the service. A great part of services belongs 
to the costs of consumption of commodities, such as those of a 
cook, maid, etc. 

It is characteristic of all unproductive labours that they are 
at my disposal- as is the case in the purchase of all other 
commodities for consumption- in the same proportion as that 
in which I exploit productive workers. Of all persons, therefore, 
the productive worker has least command over the services of 
unproductive workers, although he has most to pay for the 
involuntary services (the State and taxes). Vice versa, however, 
my power to employ productive workers does not at all increase 
in proportion to the extent that I employ unproductive workers, 
but on the contrary falls in the same proportion. 

Productive workers may, in r~lation to me, be unproductive _ 
workers. For example, if I have my house re-papered, and the / '4,,: IJ ... 
paper-hangers are wage workers of an employer who sells me ~ "(j • 
the job, it is just the same for me as if I had bought a housef (. 
already papered: I would have expended money for a com-
modity for my consumption; but for the employer who gets 
these workers to hang the paper they are productive workers, 
for they produce surplus value for him. 

What then is the position of independent handicraftsmen or 
peasants who employ no workers and therefore do not produce 
as capitalists? Either, as always in the case of the peasant (but 
not for example of a gardener whom I get to come to my 
house), they are commodity producers and I buy the com-
modity from them- in which case it makes no difference for 
example that the handicraftsman supplies it to order or the 
peasant brings to market what he can. In this relationship 
they meet me as sellers of commodities, not as sellers of labour, 
and this relation has therefore nothing at all to do with the 
exchange of capital, and therefore also nothing to do with 
the distinction between productive and unproductive labour, 
which is based purely on whether the labour is exchanged 
with money as money or with money as capital. They therefore 
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society is so inseparable from, the material existence of these 
means of production as means of production, that the same 
definition (definite category) is applied even where the relation 
is the very opposite. The means of production become capital 
only in so far as they have become an independent power 
confronting labour. In the case mentioned the producer- the 
worker- is the possessor, owner, of his means of production. 
They are therefore not capital, any more than in relation to 
them he is a wage worker. Nevertheless they are thought of as 
capital, and he himself is split in two, so that as capitalist he 
employs himself as wage worker. In fact this way of presenting 
it, however irrational it may seem at first sight, is nevertheless 
correct in so far as the producer in such a case actually creates 
his own surplus value (assuming that he sells his commodity 
at its value), or the whole product materialises only his own 
labour. That he is able to appropriate to himself the whole 
product of his own labour, and that the excess of the value 
of his product over the average price of his day's labour is 
not appropriated by someone else, he owes however not to 
his labour-which does not distinguish him from other 
workers-but to his ownership of the means of production. 
It is therefore only through his ownership of these that he 
takes possession of his own surplus labour, and thus arises his 
relation, as his own capitalist, to himself as wage worker. 
The separation between the two is the normal relation in 
this society. Where therefore it does not in fact exist, it is 
presumed, and, as shown above, up to a point with justice; 
for (as distinct for example from conditions in Ancient Rome 
or Norway or in the North-West of the United States) in this 
society the unity appears as accidental, the separation as 
normal, and consequently the separation is maintained as the 
relation, even when one person unites the different functions. 
Here emerges in a very striking way the fact that the capitalist l' 
as such is only a function of capital, the worker a functio~ 1 

ofla~our_Rower. For it is also a law that economic development 
divides out functions among different persons, and the artisan 
or peasant who produces with his own means of production 
will either gradually be transformed into a small capitalist 
who also exploits the labour of others, or he will suffer the 

N 
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the publisher; a relation that has nothing to do with the 
capitalist mode of production proper, and even in form has 
not yet been brought under its sway. The fact that in these 
transitional forms the exploitation of labour is at its highest 
does not alter the case. 

( 2) The production cannot be separated from the act of its 
producer, as is the case with all performing artists, actors, 
teachers, doctors, parsons, etc. Here too the capitalist mode of 
production is met with only to a small extent, and from the 
nature of the case can only occur in a few spheres. For example 
the teachers in educational establishments may be mere wage 
workers for the entrepreneur of the establishment; many such 
educational factories exist in England. Although in relation to 
the pupils such teachers are not productive workers, they are 
productive workers in relation to their employer. He exchanges 
his capital for their labour power, and through this process 
enriches himself. It is the same with enterprises such as theatres 
and other places of entertainment. In such enterp;ises the • 
relation of the actor to the public is that of an artist, but in ( 
relation to his employer he is a productive worker. All these 
manifestations of capitalist production in this sphere are so 
insignificant compared with total production that they can be 
left completely out of account. 

With the development of the specific capitalist mode of 
production, in which many workers work together in the 
production of the same commodity, the direct relation which 
their labour bears to the object produced naturally varies 
greatly. For example the unskilled labourers in a factory have 
nothing directly to do with the working up of the raw material. 
The workers who function as overseers of those workers 
directly engaged in working up the raw material are one step 
further away; the works engineer is in yet another relation 
and in the main works only with his brain, and so on. But the 
totality of these workers, who possess labour powers of different 
value, produce the result, which, considered as the result of 
the labour process pure and simple, is expressed in commodities 
or in a material product; and all of them together, as workers, 
are the living production machines of these products, just as, 
taking the production process as a whole, they exchange their 



I. SURPLUS VALUE AND PROFIT 

I. THE STRUCTURE OF RICARDO'S WORK 

RicARDO starts from the determination of the relative value or 
exchange value of commodities by the quantity of labour1 

[necessary for their production]. The nature of this "labour" 
is not further examined. If two commodities are of equal 
value-or their values are in a definite ratio to each other, or 
what is the same thing, are of unequal magnitude according 
to the quantity of "labour" each contains-then however it 
is also clear that, in so far as they are exchange value~ they 
are of the same i"ubstance. Tneir substa"ii.Ce iSlabour. That is 
why they are "value". Their magnitude is different, according 
as each contains more or less of this substance. But Ricardo 
does not examine the type, the character of this labour-its 
special character as labour which creates exchange value or 
expresses itself in exchange values. He therefore does not 
grasp the connection of this labour with money, or the fact 
that it must assume the form of money. He therefore absolutely 
fails to grasp the connection between the determination of 
the exchange value of the commodity by labour time, and the 
necessity for commodities in their development to generate 
money. Hence his erroneous theory of money. From the outset 
he deals only with the magnitude of value- that is, with the fact 
that the quantities of value in commodities are to each other 
in proportion to the quantities of labour required for their 
production. He begins with this, and he expressly names 
Adam Smith as his source (The Principles of Political Economy 
and Taxation, Chapter I, Section I) . 

Ricardo's method is then as follows: starting with the 
determination of the magnitudes of value of commodities by 
labour time, he next examines whether the other economic 
relations or categories conflict with this definition of value, 
or how far they modify it. Both the historical justification for 

1 We can examine later the different senses in which Ricardo uses the word 
value. This ambiguity is the basis of Bailey's criticism, as also of Ricardo's 
shortcomings. 
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also to find a nomenclature and the corresponding abstract 
ideas for these phenomena, and therefOre partly also for the 
first time to reproduce them in language and in the process of 
thought. The one task interests him as much as the other, and 
as both proceed independently of the other, the result is a 
completely contradictory way of looking at things-one that 
more or less correctly expresses their intrinsic relations, the 
other with equal justice and without any internal relationship 
- with no connection at all with the other way of examining 
the subject- expressing the relations in their outward appear
ance. In these circumstances his successors-in so far as they 
do not express the resistance to his ideas of older ways of 
thought which he had overcome-are able tranquilly to 
proceed with their special enquiries and observations and always 
regard Adam Smith as their source, whether they link on to 
the esoteric or the exoteric part of his work-or whether, as is 
almost always tl1e case, they jumble both together. At last, 
however, Ricardo comes on the stage, and calls to science: 
Halt!- The foundation, the starting point for the physiology 
of the bourgeois system- for the understanding of its internal 
organic coherence and life process-;-is the determination of 
value by labour time. Ricardo starts with this, and compels 
science to leave its old beaten track and render an account 
of how far the rest of the categories it has developed and 
described- the relations of production and commerce-corres
pond to or conflict with this foundation, with the starting 
point; how far in general the science that merely reflects and 
reproduces the phenomenal forms of the process-how far 
therefore also these phenomena themselves-correspond to 
the foundation on which the inner connections, the real 
physiology of bourgeois society, rests, or which forms its starting 
point; and what in general is the position with regard to this 
contradiction between the apparent and the actual movement 
of the system. This is therefore the great historical significance 
of Ricardo for the science; and it is why the inane Say, having 
had the ground taken from under his feet by Ricardo, vented 
his spleen in the remark that "under the pretext of extending 
it (the science), i t had been pushed into a vacuum". With 
this service to economic science is closely linked the fact that 
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principles already laid down. Chapters XXVI, "On Gross 
and Net Revenue", and XXI, "Effects of Accumulation on 
Profits and Interest", are an appendix to the chapters on 
Rent, Profits, and Wages. Finally, Chapter XXVII, "On 
Currency and Banks", stands quite by itself in the book, and 
is merely a further exposition, and in part a modification, of 
the views on money put forward in his earlier writings. 

Ricardo's theory is thus contained exclusively in the first / 
six chapters of his work. When I speak of its faulty architecto
nics, the reference is to this part of it. The rest of it consists 
of applications, elucidations and addenda (apart from the 
section on money) which in the nature of things are jumbled 
together and lay no claim to a structure. The faulty structure 
in the theoretical section, the first six chapters, is however not 
accidental, but flows from Ricardo's very method of investiga
tion and the definite task which he set for his enquiry. It 
expresses the scientific shortcomings ofthis method of investiga
tion itsel£ 

Chapter I deals with value. It is subdivided into seven 
sections. In the first section the actual question examined is: 
do wages contradict the determination of the values of 
commodities by the labour time contained in them? In the 
third section it is shown that the entry of what I call constant 
capital into the value of the commodity does not contradict 
the determination of value, and that the value of commodities 
is just as little affected by the rise and fall of wages. The 
fourth section investigates to what extent the use of machinery 
and other fixed and durable capital, in so far as it enters into 
the total capital in varying proportions in the different spheres 
of production, alters the determination of exchange value by 
labour time. The fifth section investigates how far a rise or 
fall in wages modifies the determination of value by labour 
time, if capitals of unequal durabilty and with varying 
periods of turnover are employed in different spheres of 
production. 

Thus it can be seen that in this first chapter not only 
commodities are postulated-and nothing else has to be 
postulated in considering value as such- but also wages, 
capital, profit, and even the general rate of profit itself (as 
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we shall see); that is, the various forms of capital as they arise 
from the process of circulation; as also the distinction between 
"natural" and "market price", which latter moreover plays a 
decisive role in the following two chapters "On R ent" and 
"On the Rent of Mines". 

This second chapter, "On Rent"-Chapter III, "On the 
Rent ofMines", is a mere supplement to it-fully in accordance 
with the flow of Ricardo's method of investigation, opens once 
more with the question: Does landed property, and rent, 
contradict the determination of the value of commodities by 
labour time?-

"It remains however to be considered whether the 
appropriation of land, and the consequent creation of rent, 
will occasion any variation in the relative value of commodi
ties, independently of the quantity of labour necessary to 
production" (p. 33). 
Now in order to carry through this investigation, he not only 

introduces en passant the relation between " market price" and 
"real price" (which is the monetary expression of value), but 
also postulates the whole of capitalist production and his 
whole conception of the relation between wages and profit. 
Chapter IV, "On Natural and Market Price", Chapter V, 
"On Wages", and Chapter VI, "On Profits", are therefore 
not only taken for granted but fully developed in the two first 
chapters, "On Value" and "On Rent", and in the third 
chapter as an addendum to the second. 

The second three chapters, in so far as they add new 
theoretical points, here and there fill in gaps or provide more 
precise definitions which for the most part should by rights 
have found their place in the first and second. 

The whole of Ricardo's work is thus contained in its first 
two chapters. In these chapters the developed processes of 
bourgeois production, and therefore also the developed 
categories of political economy, are confronted with their 
basic principle-the determination of value-and called upon 
to answer how far they directly correspond to this principle, 
or what is the true state of affairs regarding the apparent 
discrepancies which they produce in the value relations of 
commodities. They contain his whole critique of previous 
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(a) Ricardo's Conception of Value 
FIRST a few further observations on how Ricardo jumbles 
together different determinations of value. This is the ground 
for Bailey's polemic against him. It is therefore also important 
for us. 

First he calls value exchange value ("value in exchange"), 
and defines it, following Adam Smith, as "the power of 
purchasing other goods" (p. 5) . This is exchange value as in 
the first instance it appears. Then however he goes on to the 
real determination of value: 

"It is the comparative quantity of commodities which 
labour will produce that determines their present or past 
relative value" (p. g) . 

.. "Relative value" here means nothing other than _exchange 
value determined by labour time. But relative value can also 

have another meaning; if for ~xample I express the exchange 
value of one commodity in the use value of another- say the 
exchange value of sugar in the use value of coffee. 

"Two commodities vary in relative value, and we wish 
to know in which the variation has really taken place" (p. g). 

What variation? Later on Ricardo calls this "relative value" 
also "comparative value" (Chapter XXVIII) . We wish to 
know in which commodity "the variation" has taken place, 
that is, the variation of value, called "relative value" above. 
For example, if one pound of sugar is equal to two pounds of 
coffee, and is later equal to four pounds of coffee. The "varia
tion" which we wish to know about is whether the "necessary 
labour time" for the sugar has changed, or that for the coffee; 
whether the sugar costs twice as much labour time as before, 
or the coffee half as much labour time as before; and which 
of these "variations" in the labour time necessary for the 
production of the commodities named has brought about the 
variation in their exchange relations. This "relative" or 
"comparative value" of sugar and coffee- the ratio in which 

.. 
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they exchange-is therefore different from the relative value 
in the first sense. In its first meaning, the relative value of the :: .,s" ,..,~4)
sugar is deterxp.ined by the quantity of sugar whicl:i' can be •/•.K- ... · 
produced in a definite labour time. LP. the second case, the ~·'- ~ ... c.. 

.relative value of sugar and coffee only expresses the ratio in 
which they are exchanged for each other, and the change in 
this ratio may be brought about by a change in the "relative 
value" in the first sense either in the coffee or in the sugar. 
The proportion in which they exchange for each other may 
remain the same, even though their "relative values" in the 
first sense have changed. One pound of sugar may still, as 
before, equal two pounds of coffee, even though the labour 
time necessary for the production of the sugar and of the 
coffee has risen to double or has fallen to half. Variations in 
their "comparative value"- that is, when the exchange value 
of sugar is expressed in coffee and vice versa- will only appear 
when their relative values in the first sense, that is, their values 
determined by the quantity of labour, have altered dispropor
tionately and a change in their relation to each other has thus 
taken place. Absolute variations- if they do not alter the 
original proportion, that is, if they are of equal magnitude and 
in the same direction-will not cause any change in the 
comparative values; nor will they change the relation between 
the money prices of these commodities, since if the value of 
money should alter it changes simultaneously for both. 
Consequently, whether I express the value of two commodities 
in their own mutual use values, or in their money price
presenting both values in the use value of a third commodity
these relative or comparative values or prices are the same, and 
their variations must be distinguished from variations in their 
relative value in the first sense; that is, in so far as the variations 
express only a change in the labour time necessary for their 
own production and therefore embodied in them themselves. The 
latter relative value therefore appears as "absolute value" compared 
with relative values in the second sense, that is, in the sense of 
presenting the exchange value of one commodity in terms of 
the use value of the other or in money. Hence it comes that 
the expression "absolute value" is also to be found in Ricardo, 
in place of "relative value" in the first sense. 

0 I 
:..J L- ' rs "' . ........~: ' a.~,..~ ..... /, = -'J VI. t. ._ ..... 

~. Vf J.l.- t,C~L. " 

b. A.d-. L..w .:- «·,-~, ~.._ .. ,,~ 
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"The inquiry to which I wish to draw the reader's attention 
relates to the effect of the variations in the relative value of 
commodities, and not in their absolute value" (p. I 2). 

In other passages Ricardo calls this "absolute" value also 
"real value", or simply value (for example, p . I 3) . 

See Bailey's polemic against Ricardo in A Critical Dissertation 
on the Nature, Measures and Causes of Value; chiefly in reference to 
the writings of Mr. Ricardo and his followers. By the Author of 
Essays on the Formation and Publication of opinions. London, I825. 

(See also his A Letter to a Polit. Economist; occasioned by an-article 
in the Westminster Review, etc. London, I 826.) 

Bailey's whole polemic in part revolves around these different 
concepts in the definition of value, which are not developed 
by Ricardo but only presented in a factual way and confused 
with each other (Bailey only finds "contradictions" between 
them); and in part is directed against "absolute value" or 
"real value" as distinct from comparative value or relative 
value in the second sense. "Instead" says Bailey in the first 

( 

r work mentioned "of regarding value as a relation between two 
I objects, they (Ricardo and his followers) seem to consider it 

as a positive result produced by a definite quantity of labour" 
(p. 30). They regard "value as something intrinsic and 
absolute" (p. 8) . The latterreproach is tlie resultof Ricardo's 
"inadequate exposition, inasmuch as he does not examine value 
from the standpoint of the definite form assumed by labour 
as the substance of value, but is only concerned with magnitudes 
of value-the quantities of this abstract, general, and in this 
form social, labour, which result in differences in the magnitudes 
of value of commodities. But for this, Bailey would have seen 
that the relative nature of the concept of value is by no means 
negated by the fact that all commodities, in so far as they are 
exchange values, are only "relative" expressions of social labour 
time; and "their relativity by no means consists only in the 
ratio in which they exchange for each other, but in the ratio 
of all of them to this social labour which is their substance. 

As we shall see later, Ricardo is far more open to the opposite 
reproach: that he very often loses sight of this "real" or 
"absolute value" and keeps in mind only "relative" or com
parative value. 
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demand and supply, as Say notes with malicious pleasure. 
(See Constanzo's translation.) 

He should have spoken of labour power instead of speaking 
of labour. Had he done so, however, capital would also have 
been revealed as the material conditions of labour confronting 
the labourer as a power that had become independent of him. 
And capital would at once have been revealed as a definite 

• social relationship. As it is, for Ricardo it is only distinguished 
as "accumulated labour" from "immediate labour" . And it is 
something purely material, a mere element in the labour 
process- from which the relation between labour and capital, 
wages and profit, can never be developed. 

"Capital is that part of the wealth of a country which is 
employed in production, and consists of food, clothing, tools, 
raw materials, machinery, etc., necessary to give effect to 
labour " (p. 53). 

"Less capital, which is the same thing as less labour" 
(p. 44)· 

"Labour and capital (that is, accumulated labour)" (p. 280). 

The jump which Ricardo makes here is correctly sensed by 
Bailey. 

\ 
"Hence Mr. Ricardo, ingeniously enough, avoids a 

difficulty, which, on a first view, threatens to encumber his 
doctrine, that value depends on the quantity of labour 
employed in production. If this principle is rigidly adhered 
to, it follows, that the value of labour depends on the 
quantity of labour employed in producing it-which is 
evidently absurd. By a dexterous turn, therefore, Mr. 
Ricardo makes the value of labour depend on the quantity 
of labour required to produce wages, or, to give him the 
benefit of his own language, he maintains, that the value of 
labour is to be estimated by the quantity of labour required 
to produce wages, by which he means, the quantity of 
labour required to produce the money or commodities 
given to the labourer. This is similar to saying, that the 
value of cloth is to be estimated, not by the quantity of 
labour bestowed on its production, but by the quantity of 
labour bestowed on the production of the silver, for which 
the cloth is exchanged" (A Critical Dissertation on the Nature, 
Measures, and Causes of Value, etc., pp. 50- 1). 
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produce his own means of subsistence-that is to say, to produce 
commodities equal to his own means of subsistence- no surplus 
value would be possible, and therefore no capitalist production 
and no wage labour. In order for the latter to exist, the 
productivity of social labour must be sufficiently developed 
for there to be some excess of the total working day over the 
labour time necessary for the reproduction of the wages, 
surplus labour of some amount. But it is equally evident that 
with a given labour time, a given length of the working day, 
the productivity of labour may be very different; and on the 
other hand that with a given productivity of labour the labour 
time, the length of the working day, may be very different. 
It is moreover clear that if a certain development of the 
productivity of labour must be assumed in order for surplus 
labour to exist, the mere possibility of this surplus labour, 
that is, the existence of that necessary minimum productivity 
of labour, does not in itself make it actual. In addition, the 
labourer must first be compelled to work in excess of that 
time; and this compulsion is exerted by capital. This is missing 
in Ricardo, and hence also the whole struggle over the regula
tion of the normal working day. 

At a lower stage in the development of the social productive 
power of labour, when therefore the surplus labour is relatively 
small, the class of those who live on the labour of others is in 
general small in relation to the number of labourers. Propor
tionately to this number, it can grow to a very significant 
degree, in the measure that productivity, and therefore relative 
surplus value, develops. 

It is moreover incontestable that the value of labour varies 
at different times in the same country, and very materially 
differs in different countries. Nevertheless, it is the temperate 
zones that are the home of capitalist production. The social 
productive power of labour may be very undeveloped, and yet 
this may be counterbalanced in the production of the means of 
subsistence, on the one hand by the fertility of the natural 
factors such as the land, and on the other by the limited 
needs of the inhabitants owing to the climate, etc.-both of 
which apply in India for example. Where conditions are 
unfavourable, the minimum of wages may be very small 
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price of necessaries, and the price of necessaries chiefly on 
the price offood, because all other requisites may be increased 
almost without limit" (Chapter VI, p. 71). 

"Although a greater value is produced, 1 a greater propor
tion of what remains of that value, after paying rent, is 
consumed by the producers, 2 and it is this, and this alone, 
which regulates profits" (Chapter VI, p. 75). 

"It is the essential quality of an improvement to diminish 
the quantity of labour before required to produce a com
modity; and this diminution cannot take place without a 
fall of its price or relative value" (Chapter II, p. 42). 

"Diminish the cost of production of hats, and their price 
will ultimately fall to their new natural price, although the 
demand should be doubled, trebled or quadrupled. Diminish 
the cost of subsistence of men, by diminishing the natural 
price of the food and clothing by which life is sustained, 
and wages will ultimately fall, notwithstanding that the 
demand for labourers may very greatly increase" (Chapter 
XXX, p. 26o). 

"In proportion as less is appropriated for wages, more will 
be appropriated for profits, and vice versa" (Chapter XXXII, 
p. 281). 

"It has been one of the objects of this work to show that, 
with every fall in the real value of necessaries, the wages of 
labour would fall, and that the profits of stock would rise; 
in other words, that of any given annual value a less portion 
would be paid to the labouring class, and a larger portion 
to those whose funds employed this class. 3 Suppose the 
value of the commodities produced in a particular manufac
ture to be £I,ooo, and to be divided between the master 
and his labourers, in the proportion of £8oo to labourers 
and £200 to the master; if the value of these commodities 
should fall to £goo, and £xoo be saved from the wages of 
labour, in consequence of the fall of necessaries, the net 
income of the master would be in no degree impaired" 
(Chapter XXXII, p . 287). 

1 When poorer lands are taken into cultivation. 

2 Here he identifies workers with producers. 

3 It is only in this statement, which has now become quite a commonplace, 
that Ricardo proclaims the nature of capital, even though he does not suspect it 
himself. It is not accumulated capital employed by the working-class, by the 
workers themselves, but a fund by which this class is employed, accumygted I 
!!Q..oULwhich employs.li-.ring, immediate labour.. -
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might be produced for which there could not be any 
immediate consumption. Of commodities so limited in 
number there might undoubtedly be a universal glut, and 
consequently there might neither be demand for an addi
tional quantity of such commodities nor profits on the 
employment of more capital. If men ceased to consume, 
they would cease to produce" (Chapter XXI, pp. I94-5). 

Such arc Ricardo's views on accumulation and the law of 
the falling rate of profit. 
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