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Bxpenses of Production and “High' and “Low"
Compositions of Capital. - Varieties of Profits.

and 1. we were dealing only with values
es. Now we have dissected this value on
ge oze hand (nlo A CORHrIeE, and on the other we have
out of it another form, that of the price of pro.
-~Capital,” vol I, p 1922
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guction of com? ditles.”

owpetition first hringp about, in a certain Individual
spere. the establishment of an equal market—value and
garket price by averaging the various individual values of
ge commodities.  The competition of the cajdials in the
gfterent spheres {of industry) then results in the price of
seoduction which equalizes thé rates of profit between the
gfterent sphores.  This jast process requires a higher de
wiopment of capitalist production than the previous pro
con "—Capital,” vol, ML, p 212
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‘st rompetition docs mot show s the way in which
e s determined and the movement of production dom
sgted by this determination. It does not show the values
et stand behind the prices ofaproduction and determine
tem In the last instance. Competition coes show on the
ader tand the following things:— .«

(1) Thé averare profits Independent of the organis
wmpesition of capital in the different spheres of produ
e as! therofore also independent of the mass of I
ot htor appropristed by any given capital in any parth
shir sphere of cxplottatidh

1) A rise and fall of prices of production as a result of
dasges in the level of wages, & phenomenon which flatly
reatradicts at first sight the law of value of commodilies

(1), The finctustions of market! prices, which reduce 1o
wensge market price of commodities in a givea period of
time. 5ot 10 the market-value, hut 1o a marketprice of pro-
dection difforing considerably from this market value

Al these plenomens seem 10 contradict the determing
" of value by labortime »s muck 2+ the fact that sur
Mes valie cotsists of unpaid surpluslabor. Everything
Mpears upside down in competition.

The exwing sonformation of ecomnrsic ronditions, =
wen I reality on the surface of (dings. and consequently
8 e concoptions which the leading human agents of these
readitions form In tey‘ng to understand then, are not Holy
@flerent from the 1 ernal and disciised essence of thes
¢reditions, and from the conceptions corcesponding to this
tsenre, but actnally opposed 1o them, or their reverse”
\Marx here opposes the “real” to ine “actual —)
Tapital” vol 111, P. 244,

. L S

“In short, under capitalist production, the general law
o value enforces itaelf merely as the prevailing tendency.
T3 very complicated nd approximale manner. as 2
Teiet ascertainable av vape of craseless fluctuations
Tapital” vol. M1, p. I
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ARX expressly deelares that what he calls

“price of production’’ is the same thing

that Ricardo amd his school knew as ""cos!
" production, ** It will be veadily understood, how
*Ver, that the explanation it received at their hands
8 not the same as thyt given by Marx. As Dhave
"own, Marx defined the price of production of &
mmodity as consisting of the expenses of produe
o (cost price) plus the average profit, and shov
"l that this profit consisted of surplus value, tiv
Mt of unpaid labor.

i the other hand, the eapitalist economists held
that the effect of competitive production is such that
::]\:.\.ﬁrims lm"?‘:" who contributed to the l“""“”“
Process received, on the whole and on the aver-

:“l i‘.‘:-m “'."" a share in the product as was J““.‘
e their seyeral efforts, The share that each
.n‘t"'\""‘ was conceived to be a measure of his con-
. frlh““‘"l to the social pf‘O(lll(". The word “labor”
:""!l'f’"’l““! frt.nn the definition of **cost of l""“l““‘
ff » Which is now deseribed as ‘‘the sum of t‘ln
L!::::,.nnd !?M'.riﬁcc't involved in prmlm-'imn." ~-'|-|“,t
receives ‘wages which are the “peward” for

s “labor.” The finaneial capitalist receives interest

“.ll. > i . LR . ,e 3
in I(-h I8 the reward for his **abstinence "and “wall
A -

By the ear-mark

of the 4 way, this word abstinence is the R
" Puhvuml,’ It was, no doubt, specially seice
U8 suggesting something painfyl.
M o ”‘f‘ employing eapitalist, the

' TFecelves profits, Of these there
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Concerning Value:

trepreneur it will be pocketed by him as differen-
. tial profit. It will now be seen why it was held
Pyl : This i8 that rent does not enter into cost of production.

T o8 n the category kiown as ‘‘necessury Now then, this process of‘equalization which goes
profits, © the only profit to actually appear in the on in each ‘‘individual sph f production’’ ex-
ik oF Dandusilon., il thad: ta OULS g ; andividual sphere of p uetxfm' ex

L, i there ar accidental tends to industry as a whole. A few preliminary
f”;"l';:;l “:“:".‘ tlrt}f\v,. ‘1{5“11"::]: .:,c:“l‘,‘st .l.'.r ,fxgh s me remarks may be necessary here. As we know,
i~ Sl -t | .” o ':l,l nl.x ‘ c..n.‘ .mstanee every v;xpxta_lxst who engages in mdqstry must be
’ 1 iake a surplus pr fit. La tly, provided with a certain money-capital. This he

ere are ““4if e ental’ profits cue to the sup rior _expends in raw ipaterial, ingmachinery, and as
ability or business acumen of the wore eificient em- wages. In the process of production the whole
"»I'”-””"' Thes: also are surplus p ofits a:d, being value of the raw material passes ovef into the pro-
kin to rent, - re sometimeseealled *rent of ability.””  duet as also does the weur and tear of the machin-
Surplvs profits d» not enter irto the ecs. of pro- ery. No more and no less, however. For this rea-
duetien. There are also mownopoly profits wheh son the capital so expended is called ‘‘copstant’’
capital. On the other hand, the la\bor expended in
I'he landlord. of course, gets his rent. So far as  the process produces a surplus over and above the
| know. no eeonomist has had the nerve to suggest amount paid as wages. For this reason the capital
that this is his reward for owning the land. The expended as wages is called ‘‘variable’’ eapital. It
wst they ean do for him is to show that rent is a is only the variahle capital which, so to speak, pro-
differential gain which does not enter into the cost duees a surplus. - The surplus values produced will
of production and therefore does not affeet prices. be in proportion to the variable capital employed.
[his brings it into the category of surplus profits. Now the various spheres of industry vary in re-
Of eourse. much of what is commonly known as spect of the proportion which obtains between the
constant and variable parts of the capitals employ-
ed in them. This proportion is called by Marx the
There is an economie iaw to the effect that ‘‘there ‘‘organie composition of capital.”” Those indus-
wot. at any given time, be two prices for the tries employing a high percentage of constant to
wame commodity in the same market.”” It is, of variahble capital are said to have a(“l.xigh" compos-
ourse. & matter of common experience that prices ition of eapital. Those in which the percentage of
will often vary considerably even in adjacent stor- eonstant capital is lower relatively to the variable
e« This is particularly noticeable in the small re- are said to have a “‘low’’ compesition. ey are, of
vail trade and may be due to differences in the way course, high or low relatively to what is called the
{ doinze business, or simnly to the ignorance of the average composition of capital. A
public and the dishonesty of the dealer. Never- Let us now take some examples. In discussing
. or sutficiently obvious reasons the state- the law of @he average rate of profit in last issue S |
te defensible and may be taken as gen- asnmed that the average composition of eapital was
in the proportion of 80 per cent constant to 20 per
it is well known that the ex- ecent. variable and that the rate of exploitation and, .
nes of produetion ill vary for the different pro- therefowe, the rate of surplus value was 100 per
{ ;.z;\ given commodity. This will arise from cent. This wonld work oat at a rate of profit of 20

There are " wages of \Hl*“l'!lﬂ"lllio'nn'(".
vhieh are the rewar . i i
the reward for the labor expended by the
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do not here conecern us.

ut is really interest on capital invested in im

provement to ',?;- “I]g.f,

aent 1S gul
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('n the other Land,

Jueers
. numier of causes, among which may be mention- per cent.
od the greater or less command of capital ; the em- The emplcyer of this capital is, say, a manufae-
or otherwise of machinery; the proxim- turer of brass goods. For every hundred dollars
r to sources of raw material: the he expends SO go in raw materials and wear
mev of labor employed and to and tear of machinery, while he pays out 20
the pelative erganizing ability of the employers. 1t dollars in waees. The rate of exploitation being
< «afe to say that no two of the producers of any 100 per cent. means that for every dollar in wages
’ Il put 1t on the market with ex- the \';-orkor receives he produces two dollars in val-
ety the same expenses of production. Neverthes-  ues. Let us suppose that !}le above expenditure of
\ thev can only obtain the same price.  This capital results in a complete process by which 100
‘ ‘ndividual rates of profit will vary. articles, say basiff cocks, are produced. We get,
4 more than others. Those therefore, the following result. W‘e have 100 arti-
who produce ander the least favorable con- f'l"“ having a value oqm?l to 80 (l_ollars constant eap-
”‘,M,\' are colled the *marginal™ producers. These ital. plus 20 dollars variable capital, plus 20 dollars
: the pinch in times of depression surplas value, a total of 120 dollars. The price ¢f
forced out by falling prices. It production and therefore the selling price (at the
factory) of these 100 basin cocks is therefore 120
dollars, of which. 100 dollars represents the actual
oxpenses of production and 20 dollars are profit.
that no producer could or would This eapital being of average cgmposition we may
exs it was worth his whil¢, that  assnme, with certhin reservations, that the price of
rate of production and also the market price equals the
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| above his expenses. Marx, how- value.

from this finding and Now let us gut all this in terms of labor-time. To
do this we shall haye jo make a further assumption.
Let us say that one dollar represents the value of

one hour in social labor time. Now then, the rate
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o ‘~rmih-'m-!!.. those who produce under average of exploitation being 100 per cent. means that the
i '“.\N % '\‘.n: v ills!:|;|t'v.\' by ‘the llhos:l gavor- value of lahor-power is one half that of its produet.
.-m.\inn-n‘\ i ’HQ‘V.- “‘(':lpi'al_" \'.ol. jii., chap. 10). Wages will therefore be 50 cents an hour. For 20
'hi‘.' i.\‘”i‘l”"ll,i)nl\x;ny\luwr. whether the cost of produe- dollars: the laborer will work 40 hours. ‘

n il ined at the margin or by the averag® We have therefore this result. In the 100 arti-
B soducing under more favorable cles produced there are 80 hours social labor in the
cost, that tlowe DYV raw material, ete., plus 20 hours necessary labor plus

realize a surplus profit. This sur- ,
arises from differences 20 hours surplus labor. A total of 120 hours which,

' nditions of production and, aécording to at one dollar per hour, makes 120 dollars. Each
iy b, CORELE \wn as differential profit or as econ- article: represents therefore 1 1/5 hours (one hour
iy is due to greater fertility of and 12 minutes) social labor time.

o to the relatively favorable loca- Let us now suppose another eapital of higher eom-
it will find its way, sooner or later, position, say, 90 per cent. constant to lQ per cent.
landlord as rent. In ecase it variable capital. The owner of this eapital makes
(Continned on page 7)
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