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MARXIAN ECONOMlCS TODAY 

Joan Rob i n s  on 

I n  a recent  a r t i c l e  i n  Social  s c i e n t i s t , '  S r i  E.M.S.Namboodiripad 

d iscusses  a  paper xhich I published many years  ago, accusing me of 

t r e a t i n g  Mam as  "an erudi te  scholar  of p c l i t i c a l  economy" instead of 

as a " theore t ic ian  of tke revolut ionary p r o l e t a r i a t w .  I do not  think 

that anyone who has even dipped in tn  Capital ,  o r  t he  Theories of Surplus 

Value, could deny t h a t  whatever e l s e  he may have been, Marx w a s  a - 
scholar  of p o l i t i c a l  econow, He s t a r t e d  from a philosophical pos i t ion  

and then fomd it necessary to  study p d l i t i c a l  economy and i n  doing so 

he made g rea t  o r i g i n a l  cont r ibut ions  t o  the subject.  

Marx himself c e r t a i n l y  thou&t t h a t  p n l i t i c a l  econoqy w a s  a 

subject  of the  most urgent importancetfor a " theore t ic ian  of the revolu- 

t ionary pro le ta r ia t" .  If the modern Narxis ts  a r e  not  in t e re s t ed  i n  

p o l i t i c a l  economy (o r  what is now-a-days ca l l ed  economi~s) and do not 

want t o  take the  t rouble t o  understand it, there  does not seem t o  be 

any scope f o r  d i scuss ing  the su3 jec t  with them; however, I w i l l  o f f e r  
be 

my in te rp re t a t ion  of Marxian ana lys is  f o r  what it may- worth. 
E 

The Theory of Value: Marx took over the orthodox theory of h i s  day 

according to.which an explanation of the r e l a t i v e  p r i ces  of p a r t i c u l a r  

commodities was t o  be found i n  t h e i r  r e l a t i v e  cos t s  i n  terms of labour  

time. He i n t e rp re t ed  t h i s  t o  mean t h a t  labour alone produces value 

' E. M. S.Nambnodiripad, "How Not t o  Study Marx", Social  S c i e n t i s t  
Volume I, Ro.2 ( ~ e ~ t e m b e r  1972). 



and t h a t  a l l  exchanges a r e  made a t  labour values,  i n c l u d i w  the 

exchange of labour power f o r  wages. The surplus  of t h e  value t h a t  

a worker produces over the value of what he rebeives is annexed by 

the  , c a p i t a l i s t ,  

This opens up two s e t s  of questions: f i r s t ,  whet determines 

the  over all r a t e  of exp lo i t a t ion  - the r a t i o  of surplus  t o  wages? 

'How does it d i f f e r  between one economy and another and how does it 

develop through t i n e ?  Second, what determines the r e l a t i v e  pr ices  of 

p a r t i c u l a r  commodities? 

The f i r s t ,  s e t  of questions provide the bas ic  ana lys is  of capi ta-  

l i s m  on which Mzrx intended t o  bui ld  the programme' f o r  "the revolu- 

t i ona ry  pro le ta r ia t" , .  He expressed h i s  ideas in' .the form of some 

l i t t l e  b i t 8  of a lgebra  which were no t  always q u i t e  correct.  I c . m o t  

s e e  t h a t  it can d e t r a c t  from h i s  message to  p u t , t h e  algebra r igh t .  , 

The second quest ion - r e l a t i v e  p r i ces  - i s  of minor importance, 

but there  is no harm i n  tryin& t o  anslyae i t  exactly: 

Unfortunately most of t h e  zrgument between ~arxist and acade&ci 

economists (ever  s ince  Bohm 3awerk) has been concerned with the 

second question, 

I n  Volum I of Capi tal ,  Marx s t a t e s  dogmatically t h a t . c o m o d i t i e s  

exchange a t  p r i c e s  corresponding t o  t h e i r  labour values and ' in Volume 

111 he poin ts  out  that, under cohpe t i t i ve  capi ta l i sm,  the r a t e  cf 

p r o f i t  tends t o  be equalised between. d i f f e r e n t  l i n e s  of production. 

A s  was well  known f rom the time of Ricardo, p r i ces  of commodities 

can be such as t o  correspond both t o  labour  values a d  . to a uniform 

r a t e  of p r o f i t  only when organic composition of c a p i t a l  (which govern3 



t he  r a t i o  of p r o f i t s  t o  

So what? Why has there. 

problem? 

Y ?  himself made 

wages) i s  the sane i n  a l l  l i n e s  of ?rcdcction 

been no much d i s p u t e  over a simple ana ly t i ca l  

a s l i p  when trying t o  show the r e l a t i o n  

between values and pr ices  f o r  pas t i cu la r  commodities. ( ~ e  forgot  that 

the elements of constant c a p i t a l  required f o r  the production of a 

commodity e n t e r - i n t o  the ca lcula t ion  i n  terms of t h e i r  pr ices ,  not of 

t h e i r  labour values.) This allowed the  bourgeois economists t o  

diamiss the. whole concept of labour value as nonsense, but Marx's 

e r r o r  w a s  not r e a l l y  relevant  t o  t h e i r  argument. They maintain t h a t  

p r i ces  a r e  governed by supply and demand, which, by the  way, i s  much 

more t rue  of pr ices  i n  an a g r i c u l t u r a l  economy l i k e  India,  than 

e i t h e r  labour value o r  a uniform r a t e  of p m f i t .  The Marxists who 

t r y  to answer the  bourgeois economists by s l ing ing  i r r e l evan t  quota- 

t i o n s  at  them have only increased confusion. 

The analysis  provided by Piero Sraf fa  i n  The Production of 

Commodities by Means of Commodities (1960) shows how t o  make the* 

"transforxmtion of values in to  p r i cesw correctly.  He shows t h a t  , 
given the technical  r e l a t i o n s  of production, t o  m y  r a t e  of exploita- 

t i o n .  (which determines the share of prof it i n  the market value of n e t  

output)  these corresponds only one possible  uniform r o t e  of p r o f i t  

snd one set of pr ices  of commodities, including the  pr ices  of the  

elements of constant c a p i t i l  and of commodity wages. 

The paper of mine tbt S r i  Namboodiripad ob2ects t o  was wr i t t en  

i n  1955, before Sra.ffals book w a s  published and, indeed, a t  EL time 

when I w a s  not  c l e a r  as to how the  problem ef wtransformation" was t o  



be solved; but  I already understood t h a t  it was j u s t  a puzzle of no 

r e a l  importance. The d i f f e rence  between the  system i n  Volume I 2nd 

Volume I11 that I w a s  r e f e r r i n g  t o  had nothing t o  do with value or 

pr ices ;  it was concerned with the  evolution of wages i n  terns of 

co.modi t i e s  as capi ta l i sm develops'. 

Real IJaaes: In  Volume 1:it is  c l e a r  t h a t  commodity wages ark expected 

t o  remain , f a i r l y  constant over t h e  fu ture .  The mechanism of the 

recrea t ion  of the reserve arny w i l l  prevent then from r i a i n g  over the 

long run. Consequently, as c a p i t a l  accimulation and technical  2hange 

r a i s e  output per worker i n  terms of commodities, the r a t e  of exploita- 

t i o n  w i l l  r i s e .  The s to ry  w i Z l  end' with .e  revolu t ion  l ed  by the 

i n d u s t r i a l  working c lqss ;  then the expropriators  w i l l  be. expropriated 

and the workers w i l l  .begin t o  enjoy the. fruits of accumulation t h a t  
. . 

has been made by explo i ta t ion .  

I n  Volume I11 the argument -is q u i t e  d i f f e ren t .  There s re ,  

l i m i t s  'to the possible  r i s e  of the r a t e .  of exploi ta t ion;  and i t  seems 

t o  be predicted t h a t  it w i l l  be more o r  l e s s  constant over a long 

fu ture .  When the r a t e  of exp lo i t a t ion  i s  constant while output per 

"worker is r i s i n g ,  the wage i n  t e r n s  of oomnodities i s  r i s i n g .  

Now, i n  advanced c a p i t a l i s t  economies, t h e  predic t ion  of Volume 

I11 has turned out t c  be cor rec t .  Commodity wsges have obviously been 

r i s i n g ,  e spec ia l ly  i n  the post-war period of "economic miracies". 

The Marxists, however, with one or two exceptions such as 

Kalecki and Sweezy, continued u n t i l  qu i t e  recent ly  to  base t h e i r  

ana lys is  on Volume I and t o  a s s e r t  that the workers a r e  experiencing 

growing misery. nis w a s  both an e r r o r  i n  ana lys is  and a denia l  of 



observzble f s c t s .  It w a s  a l s o  a disagt2ous p o l i t i c a l  l i ne .  

divided the leadersh ip  of the working c l a s s .  The Trade Unions were 

proud of the  r i s e  i n  standard of l i f e  t h t  they secured f o r  t h e i r  

members. They e i t h e r  wholly r e j ec t ed  Marxism, as  i n  &gland, ox 

turned i t  i ~ t o  a version of syndicalism, as i n  France. Consequently 

they,never rose  above a purely synd ica l i s t  ideology and i n  e f f e c t  the  

Trade Unions became p a r t  of the  apparatus of successful  capitalism. 

R i s i n g  consumption made the  workers tame and at the same time provided 

a market f o r  the evergrowing output of goods t h a t  advanced technology 

could produce.  h his occurs t o  a c e r t a i n  extent  even i n  the Third 

World where the  i n d u s t r i a l  workers %njoy pr iv i leges  i n  r e l a t i o n  to 

the mass of the population), 

The Fal l ing  Rate of P ro f i t :  I n  Volume 111, Marx does not  emphssize 

t h a t  he i s  predict ing a r i s i n g  l e v e l  of consumption f o r  t h e  workers. 

In  f a c t  he may have f a i l e d  t o  not ice  t h a t  t h i s  i s  enta i led  by h i s  

pn=tlysisi  He brings out the  argument of the l i m i t  t o  the r i s e  i n  

the  r a t e  of ex? lo i ta t ion  i n  connection with h i s  diagnosis of the 

, f a l l i n g  tendency of the r a t e  of p ro f i t .  

Like labour value,  t h i s  wae simply an orthodox theory t h a t  

Marx took over. H i s  cont r ibut ion  was intended t o  be a new explanation 

of a genera l ly  accepted phenomenon. To understand Marx's analys is  

of the  p'xoblem we must f i r s t  consider h i s  treatment of organic. 

composition of cap i t a l .  

Marx wri tes  the  flow of production, say, per annum, i n  terms 

of value. 

C + v + . s  

Here c represents  the means of production used up i n  the course nf 



the yeas,  r a w  mater ia l s ,  wear and t e a r  of p l a t  e tc .  v + s represents' 

n e t  output as the  number of man-hours of work performed i n  t h e  year ,  

and s/v represents  the r a t e  of explo i ta t ion .  

For s impl ic i ty ,  l e t  us  take the case where labour value pr ices  

obtain with a uniform r a t e  of p ro f i t .  Then v + s corresponds exact ly  

t o  the market value of the flow of ne t  output and s/v is i d e n t i c a l  

with t h e  r a t i o  of p r o f i t s  t o  wages i n  the i n d u s t r i a l  economy as a 

whole, But s/c+v is not the r a t e  of p o f i t  on c a p i t a l ,  The capita- 

l is ts  g e t  p r o f i t s  on the value of the s tock  of c a p i t a l  tht  each 

commands. For instance in  t e x t i l e  f ac to ry  v + s is embodied i n  the 

ne t  output of piece goods but the  s tock  of c a p i t a l  i s  embodied i n  

'a bui ld ing  equipped with machinery and i n  the stock of co t ton  and 

yarn i n  exis tence at any moment. When c i s  the annual means of 

production consumed, l e t  u s  wr i te  the c a p i t a l  l e t t e r  C f o r  the stock. 

C i s  made up of the  s tock  of r a w  mater ia l s  required t o  maintain the  

flow of p o d u c t i o n  and f ixed  equipment. The s tock  of r a w  materials 

i n  exis tence a t  any moment may be some f r ac t ion 'o f  the  f low used 

over a year ,  while the vxlue of equipment is general ly  a l a r g e  

mult iple  of the  a m u a l  flow of wear and tear. The r a t i o  of C t o  c 

degends on the technique of production (s ince  we a r e  assuming labour 

value p r i ces ,  it i s  not  a f fec ted  by the  r a t e  of p o f i t ) .  

The second element i n  the  s tock cf c a p i t a l  which rece ives  

p ro f i t  is  wage fund, V, which depends on the  wage r a t e  v, and the 

turnover period of working cap i t a l .  Narx follows Ricardo i n  snaking 

v equal to  V, t h a t  is' the wage fund i s  equal t o  one ye,zrts wage b i l l .  

This was becsuse Ricardo's theory of p r o f i t s  s t a r t s - f r o m  agr i cu l tu re  



with an annual 'harvest .  To employ a mtwl f o r  n year,  the c a t , i t a i i r t  

farmer has t o  pay out a p a r t i c u l a r  quant i ty  of corn, week by week 

over the year.  Therefore heahas t o  have i n  the barn a f t e r  the  harvest ,  

a s u f f i c i e n t  stock of corn t o  pay out  wages w e r  the year  till the  

next h a r v e s t .  The wage b i l l  and the wage fund a r e  equal quan t i t i e s  

of corn. 

I n  industry,  t h e r e  is no s i n g l e  d e f i n i t e  turhover period slich 

as the  period from harvest  t o  harvest  i n  northern l a t i t u d e s .  The 

t u r n  over period m y  be a few weeks o r  a few months, o r ,  f o r  long 

range investments, s eve ra l  yeark. 

But the r a t i o  of.% t o  v' o r  of C t o  V i s  a purely technica l  

r e l a t ionsh ip  of no p a r t i c u l a r  economic importance. 

Obviously it i s  v, the  wage b i l l ,  t h a t  en ters  in to  the  r a t e  

of explo'itation. The f a c t  t h a t  the  worker owns ho s tock and must 

work f o r  wages determines the f a c t  t h a t  3 c & i t a l i s t  who commnds a 

wage fund can exploi t  h i s  la'bour power, but - the degree of exploits- 

4 

t i o n  depends on the r a t i o  of value produced t o  value received, t h a t  

is ,  t o  the flow of output r e l a t ive ly '%o  the  flow of wages p a i l ;  it 

is  s/v. The r a t e  of p r o f i t ,  however, i s  ?elated t o  the s tock  of 

cap i t a l ,  It is S/C+V. . 
It seems, then, the Ma.rxts' explanation of the f a l l i n g  r a t e  

of prof it is a non-sequitur. ~ k ~ b e l i e v e d  . . t h a t  ore;mic composition 

of c a 2 i t a l  tends t o  r i s e  with tho development of technolegy, while 

the  r a t e  of exp lo i t a t ion  t e d s  to*'be constant over time. He writes:  

when s/v i s  constant ,  and c/v rid&, s/c+v must be f a l l i n g .  But 

what is the sense i n  saying that when s/v i s  constant and C/V 

risi.ng, S/C+V must be f a l l i n g ?  



This i s  j u s t  a confusion, But the  subs tan t i a l  point  remains, 

Does technic:+l change tend t o  'bring about w f a l l i n g  r a t e  of ~ r o f i t ?  

To d iscuss  t h i s  question, we do not  need to  reckon i n  terms 

of labour val?res. The c a p i t a l i s t s  could not  care l e s s  abotlt labour 

values'. ~ h . % t  they a r e  i n t e r e s t e d  i n  is the  money p r o f i t  en t he  noney 

cos t  of an investment. Thus i m t e a d  of C + V, the labour va lue  of 

the  s tock  of c s p i t a l ,  we should wr i te  K, t h e  stock of c a p i t a l  at  

narket p r i c e s ,  and ins tead  of s/v we should wr i te  P/W, the r a t i o  of 

c e t  p r o f i t  t o  the wage b i l l ,  . The c a p i t a l i s t s t  r a t e  of p r o f i t  i s  P/X. 

The f i r s t  question. t h a t  we mst hsk i s  how does the evolution 

of technology a f f e c t  the r a t i o  K/W, that 18; the cos t  of i n v e s t m e ~ t  

required t o  provide t h e  mems of production f a r  a worker r e l a t i v e l y  

to  the w&e p e r  year  t h a t  the worker is paid f a r  warwng with them. 

(When the r a t e  of p r o f i t  is  constant through time, a rise o r  f a l l  i n  

K/W r e f l e c t s  a c a p i t a b a s i n g  or  capital-saving b ias  i n  t ech r i i cd  

development. ) 

No doubt, i n  the f i r s *  phase of i n d u s t r i a l i s a t i o n ,  capi taf-  

using technology- i s  installed-say bui lding rai1wa.y~ or hydro-stations. 

In I.Iarxt s day it w a s  na ture1  t o  $uppose t h a t  K/W w a s  r i s i n g  ( t h i s  

may have been associated with risgng c/v) but  that 5s merely incidental) .  

Now-a-days, i n  the advmced countpies ,' I</W seems t o  be f i i r l y  constant. 

There i s  no way of predic t ing  how 4% w i l l  go i n  the future.  There is, 

however, a genera l  presumption that the  f l e x i b i l i t y  of moberr. s c i e n t i f i c  

technology w i l l  ensure t h a t  c a p i t a - s a v i n g  technology can be devised 

when it i s  p ro f i t ab le  t o  do so, The' organic composition cf c a p i t a l  i n  

the  sense of tho c o s t  of investment per naa  does not necessar i ly  rise. 



But when it d o e s  r i s e ,  through cap i ta l -us ing  changes i n  technology, 

i t  i s  n o t  a t  a l l  l i k e l y  t h s t  t h e  r a t e  of p r o f i t  w i l l  fa l l .  

Among t h e  "counte rac t ing  tendencies"  t h a t  Marx d i scussed  he 

seems t o  have overlooked the  r i s e  i n  output  t h a t  accompanies t e c h n i c a l  

ch,mgo, even when it takes  a cap i te l -us ing  form, 

C a p i t a l i s t s  c-m r a i s e  P/W s u f f i c i e n t l y  t o  keep P/K cons tan t  

whi le  at t he  tsrwne time wages i n  terms of commodities are n o t  f z l l i n g .  

They may, indeed,  be r i s i n g  apprec iab ly ,  even though no t  f u l l y  i n  

propor t ion t o  t he  r i s e  i n  ou tpu t  per worker t h a t  t e c h n i c a l  change i s  

b r ing ing  about ,  and it is  the  wage i n  commodities, no t  i n  va lue  t h a t ,  

t h e  workers a r e  i n t e r e s t e d  in .  

Thus t h e r e  is no a p r i s r i  reason t o  expect  the  r a t e  'of p r o f i t  

t o  f sll i n  t h e  advanced i n d u s t r i a l  coun t r i e s  so  long  as investment 

keeps up, (1f investment fails t o  be maintained t h e r e  are l o s s e s  

f o r  c a p i t a l i s t s  as we l l  as unemployment f o r  workers, but  t h a t  is a 

shor t -per iod "Keynesian" f z l l  i n  p r o f i t s ,  n o t  a long-period Mnrxim one. ) 

Marxism today: I do no t  pre tend t o  suggest  how Narx im  a n a l y s i s  can 

be app l ied  i n  Ind i a  today bu t  I a m  q u i t e  sure that i t  cannot be 

app l ied  by means of quo t a t i ons  from Marxfs wr i t ings ,  Max w a s  

appea l ing  t o  t h e  i n d u s t r i a l  p r o l e t a r i a t  i n  t h e  advsnced Western world 

t o  overthrow cay i ta l i sm.  They hc.ve no t  done so  ug till now. It would 

be more u s e f u l  t o  s tudy  why t h e  r evo lu t i on  t h s t  Xarx expected has 

no t  occurred f o r  120 y e a r s  t han  t o  r e p e a t  quotakions showing t h a t  

i s  is  s t i l l  t o  come, To szy t h a t  c ap i t a l i sm  i s  doomed i s  a truism. 
, ' 

A s  h i s t o r y  r o l l s  on, all systems are doomed to .change and d i sappear  - 
t he  ques t ion  is  what is  t o  be done me=while. 



The Chinese paid a heavy p r i c e  f o r  be l i ev ing  t he  orthodoz 

Mnxist  dogma tha t ,  t h e  r evo lu t i on  can be made only by t he  i n d u s t r i a l  

working c l a s s .  Wo succeeded because he r e j e c t e d  dogma and followed 

h i s  own exper ience t h z t  t h e  peasantry  could makc t h e  revo lu t ion .  

China, c e r t a i n l y ,  i s  a s p e c i a l  case. But every country  i s  a s p e c i a l  

case.  I n  p a r t i c u l a r ,  Europe i n  the  n ine t een th  century which Marx 

s tud ied  w a s  i t s e l f  a s p e c i a l  case. To a?ply h i s  method of argument 

i n  ano the r  country  at  .mother  period of h i s t o r y  r e q u i r e s  more than 

quota t ions  from w h a t  he wrote. Among o t h e r  t h i n p  it r e q u i r e s  ~m 

understanding of p o l i t i c a l  eoonomy. Marxism i s  rmch more than 

economics, bu t  it cannot be of any u se  wi thout  an unders tanding of 

t he  economic r e l a t i o n s h i p s  w i th in  m y  s o c i e t y  t o  which it i s  appl ied.  
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