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Presentation

~ Alain Lipietz’s book should not require any introduction or
“explanation: it is complete in itself, and at the same time it
extends and concludes the analysis he put forward in Crise et
Inflation: pourquoi? Like that book, thisisa rigorous examination
"of the problems of money and inflation, which he jconducts on
the basis of ideas first put forward by Marx. Neither book,
however, is in any sense a ‘mechanical application’ of Marx’s
formulations; rather, Lipietz uses the keys offere 'by Marx to
reconstruct a theoretical field, to construct somethi g new.

A book of this length does not of course provide enough scope
“to analyse all the questions raised by the work of redonstruction,
but the problems he does analyse contain a numberjof extremely
" important lessons. I want to emphasize some of the damental
“points and draw attention to their concrete signifitance for the
- times in which we live.

- First of all, this book restores the concepts of value and capital

to their full meaning by developing Marx’s analysis of value in
_process. Lipietz also shows how values and nominal prices are
related, which he does by reinstating Marx’g distinction
between the exoteric economy — which is immediately visible
and has its own apparent laws — and the esoteric economy whose
workings cannot be seen directly. Only theoretical analysis can
define the deeper laws which govern those of |the exoteric
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intervene on the basis of the apparent functioning of the
economy. As the relations between these two sides of reality are
brought to light, the nominal aspects of the economy acquire
their full meaning. And taking account of them illuminates the
importance of the role played by the exoteric economy in the
dynamic of the capitalist mode of production — a dynamic
which is also influenced by the changing forms of regulation of
capitalism.

Marx therefore, so far from being merely a nineteenth-century
economist, provides us with keys for the understanding of con-
temporary capitalism, even though it is very different from the
one he knew. To see and grasp them, however, it is necessary to
move away from one particular reading of Marx which endlessly
goes over a few fragments of his vast oeuvre. Once off the beaten
track, it is possible to see the full modernity and novelty of work
that is now over a hundred years old.

The main thesis of this book will offend many Marxists, but it
is essential to any understanding of the crisis and of inflation.
Extending the analysis of value fetishism, Lipietz argues that
credit money, bank money in particular, has now become ‘real
money’, whose expansion is crucially important. It assures ‘the 4
priori canonization of private labour as social labour’, in what are
obviously highly individual conditions, that give rise to specific
contradictions.

The practical implications of this argument become very clear
when we look at the unprecedented internationalization of
credit money that has taken place over the last few decades, as
exemplified in the expansion of the mass and economic role of
special drawing rights and Eurodollars. The American balance of
payments deficit fuels international credit money, which is
recognized as fiduciary currency. At the same time institutions
such as Eurobanks are springing up and privately issuing inter-

national credit money. Yet this whole edifice is terribly fragile,

for the creation of credit money involves a loan for which repay-
-ment can always be demanded, even though the issuer of the

money may be unable to repay. Hence the instability of the
monetary practices that have grown up over the past few

decades. On the one hand these have helped to lift monetary

constraints and been accompanied by unprecedented expan- 3

the thirties.
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sion. On the other hand, as the objective economic [contradic-

tions accumulate, they become fraught with uncertainty and
threaten to unleash a severe financial and industrial crisis. Prices
have been allowed to drift further and further from the real
conditions of production — a trend which always ¢arries the
risk of a ‘return to reality’, more or less dramatic according to the
circumstances in which it imposes on prices the actual relations
dictated by the conditions of production.

Lipietz shows that through the development of credit money,
prices determine the value of the monetary unity, while the
value of money depends on the laws governing incomjes. There-

fore it is these laws, and not the amount of money, that influence |
. the rate of inflation.

This last argument is a crucial refutation of the fantastic quan-
titativist ideas which lie behind most of the monetaryfpolicies of
Western capitalist countries. As Lipietz correctly says| inflation,
even the current ‘inflationary take-off’, is not a disease in itself
but the symptom of the exhaustion of a regime of accumulation.
Nonetheless, the inflationary crisis does have its own effects,
one of the most severe being the investment crisis that is among
the sources of rising unemployment.

In discussing various policy orientations, Lipietz demon-
strates that the structural forms established over the last decades
have imposed a rigidity on the fall in demand which has so far

- stood in the way of cumulative depression. Here lie the origins of
- stagflation. He also shows that the present challenge to these

forms threatens to reduce mass income levels, and could open the
way to a real depression, first in some national markets, then on a
worldwide scale. We would then be in a situation remjfiniscent of

This analysis therefore leads to a condemnation of monetarist
policies, which can only bring on a recession and fuel a new
inflationary movement by putting up costs, upsetting econo-
mies of scale and further blocking investment. This in turmn will
lead to more business failures and a fresh increase in unemploy-
ment.
Lipietz also stresses the importance of rising interest rates,
which express the difficulties of valorizing capital in fonditions
of monopoly regulation. As he rightly says, arise in inferest rates
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now plays the same role as falls in price used to. Through putting

. up interest rates, monetary constraint can restrict, even bank-

rupt, companies which are unable to sell their goods or are forced
to cut their prices. This triggers, in particular forms, a process of
devalorization of capital and annulment of the capitals in process
which no longer fit into a coherent regime of accumulation.

Finally, the way out of the crisis and of inflation requires new
technical and social norms to boost productivity and assure
higher employment. Such new forms will not emerge, however,
or at least not quickly, if recession leads to the collapse of antici-
pations. Relaxation does not solve anything any more because it
does not open the way to new norms and the adaptation of the
fetishized economy to new tendencies in the social division of
labour.

Lipietz therefore shows that only a more flexible policy
(neither monetarist nor laxist) would allow peaceful reorgan-
ization to take place, and by boosting productivity, could lead to
the slowing-down and finally the end of inflation by creating the
conditions of a new regime of accumulation. But that will also
require new relations between men on a world scale, and new
ways of living, which are a matter not just of technological
progress but of movements in society.

These are a few of the crucial arguments put forward in this
book. Nobody can fail to recognize their meaning and their
importance. :

Charles Bettelheim
~

Preface to the English Edition

In deciding to translate The Enchanted World after Michel
Aglietta’s seminal Theory of Capitalist Regulation, Versg/NLB has
further increased the familiarity of English-language readers
with what is sometimes called the ‘French regulation school’.
This preface is designed to give a succinct presentation of its
fundamental concepts.

It should be said at once, however, that there is not|one regu- ;’
lation school. There are a number of little streams which have |
either merged into larger currents or split up into even smaller

‘trickles. The present work belongs to the current injtiated by}
“Aglietta’s research on the United States and the
.. programme of investigation into the French economy.
. sometimes subtle, distinction should be drawn with the current |

CEPREMAP |

around Professor G. Destanne de Bernis—particu
regard to our mistrust of ‘general laws of capitalis

arly with !

" and our-
(rather than the allocation of capital among different branches of
the economy). Yet the current in question here is itse|f far from
homogeneous At present, it is tending to divide between mMOreT|
orless Marxist tendencies—which give primacy to questions of|
production and to the organization and allocation pf human|!
labour and its products—and more ‘culturalist’ tendencies that(
lay stress on the general problems of socialization nd social‘
being.

Acdlear, if ||~

h'

b

central preoccupation with various facets of the wage relation I\ |'Ad




N

xvi

A phase of relative homogeneity within this current may be
situated between the years 1976 and 1982, with its origins in the
end of Althusserianism and the onset of an open crisis. French
Marxism drew from Althusserianism an emphasis on repro-
duction and a corresponding disregard of contradiction. In fact
the reproduction paradigm, in Althusser’s rather static reading

. of Marx, was already inadequate to conceptualize the model of
i capitalist reproduction that had been current in the West—a
it model characterized by combined dynamic transformation of
L\i the norms of production and consumption. Moreover, the
f"& Althusserian view, in which the phenomena of social-economic
| reproduction appeared to succeed in a near-spontaneous
{"(( manner, did not provide a sound basis for explaining the deep

* crisis that became manifest in the 1970s.

In Michel Aglietta’s early work the concept of reproduction de-

¢ veloped in two directions. Firstitacquired a dynamicstatus in the
concept of regime of accumulation. This referred to a systematic
mode of distribution and reallocation of the social product,
which brought about a long-run correspondence between the
changing conditions of production (volume of capital invest-
ment, distribution among the different branches, and produc-
'tion norms) and the changing conditions of final consumption
(consumption norms of wage-earners and other social classes,

- collective expenditure, and so on). The first great merit of

Aglietta’s work was that it demonstrated a succession of different E
regimes of accumulation in American history, and that it rooted E
the study of these regimes in the very heast of production, the |

labour process. Its second great merit was its understanding—
}, not yet adequately developed—that regimes of accumulation do
\! not automatically take on material reality. For only certain forces
+ of coercion and institutional forms will assure the necessary

cohesion of the strategies and expectations deployed by the |
agents of capitalist market economy; only then will these con-

verge towards a functioning regime of accumulation.
The term mode of regulation refers to the ensemblement of insti-

- tutional forms, networks and explicit or implicit norms which

assure compatibility of market behaviour within a regime of
accumulation, in keeping with the actual pattern of social rela-

-

\\
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tions, and beyond (or even through) the contradictory, con-
flictual nature of relations among economic agents and social
groups.

In Aglietta’s work, ‘regulation’ seemed to bend histgrically, in;
an almost functional manner, to embrace the new exigencies of
regimes of accumulation. It was the CEPREMAP research of
1974-77 into the long-run economic history of Fra:{lce which
brought out the idea of differences in the modes of regulation, f
themselves conceived as varied combinations of partial forms of |,
regulation that could be situated by reference to ‘competitive’ i
and ‘monopolist’ poles. The choice of these two terms {s perhaps
unfortunate (as is the translation of the French word régulation,
which evokes cybermnetics or the ‘homeostasis’ of biolggical pro- . -
cesses, by the English word ‘regulation’, which primarily con-
jures up the regulatory action of the state). In talking of a
‘competitive/monopolist’ opposition, we did not rincipallym
have in mind the greater or lesser concentration of power in thefjll
hands of particular economic agents. Our main concern was to |
contrast two situations: on the one hand, merely a|posteriori
social validation of the commodities and labour-powers offered|}
on the market; and on the other hand, a high probability ofl
validation guaranteed a priori by institutional forms 3nd antici-
pated in the behaviour of social agents and groups.

It is evident that, in a regime of accumulation pertaining to
monopolist regulation, the constitutive contradictions of social
relations do not disappear, Nevertheless, the repregentational
space of agents and groups grows sufficiently to allow scope for

. economic calculation (in nominal terms) and forecasting. It thus

becomes possible to reconstruct an explicit theory of prices and
incomes—a theory referring to this specific mode of regulation.
But this in turn poses a problem for the Marxist laboyr theory of
value.
In the framework of the research at CEPREMAP, I had the task of |
working out whether regulation theory had a basis|in Marxist |
theory, while J. P. Benassy put forward a neo-Keyngsian inter-
pretation and the rest of the team concentrated on historical and
econometric research into the successive regimes of accumu-
lation, modes of regulation and crises that have developed since

oL
~deen




xvill

1789. The main results of the latter investigations are set forth in
Robert Boyer and Jacques Mistral’s fine work, Accumulation,
inflation, crises (Paris 1978). For its part, The Enchanted World is a
kind of by-product of my studies from that time, focusing parti-
cularly on the passage from production to nominal phenomena.

The analyses of Aglietta and the CEPREMAP team, which took
up and accompanied the work being done by Coriat, Billaudot,
Granou and many others, later underwent major development
with regard to the labour process and the field of national speci-
ficities and international relations. There were even a certain
rapprochement with the more ‘institutionalist’ research of
Delorme and André on the question of the state. However, the
nominal aspect of phenomena (prices, incomes) was not sub-
jected to further investigation, and as French Marxism entered
into crisis, it became the centre of serious differences on the
question of money that are discussed in the appendix to this
volume. These differences, which ultimately refer to the rela-
tionship between regulation theory and Marxism, are a clear
sign that The Enchanted World does not represent some ‘ortho-
doxy’ of a solid and homogeneous ‘Regulation School’. In any
case, what use would an ‘orthodoxy’ be to us? As Umberto Eco
put it in The Name of the Rose, ‘the only serviceable truths are
instruments that can be thrown aside’. ’

Introduction

This essay is at once a counter-thrust against Marx's critics, a
proposal for a research programme (into ideas first put forward
over a century ago) and a topical warning against the¢ profound
threat to the world economy and its workers posed by monetarist
policies.
. Ahundred years have elapsed since Marx died, and his theory
i - has been increasingly narrowed in people’s minds|to an em-
b phasis on ‘class struggle’, on the irreducible antagonism
f- between rulers and ruled, exploited and exploiters| Which is
. quite right. Nobody can deny him the credit for bringing the fire
i of contradiction into the calm, harmonious mirage c?nstructed
. by the earliest ‘bourgeois’ economists. The muted struggle was
everywhere: in the heart of production, in the dense network of
distribution, in the uncertain division of the labour product.
 And it sporadically broke out in strikes, riots, revolutions and
- .wars.
Yet Marx’s positive theory of the political economy of capi-
~-talism has inspired nothing but an accumulation of criticism.
. The great, almost inflationary wave of French Marxism in the
ixties has ebbed away with surprising speed. Futute intellec-

olitical and ideological context that surrounded thf reversal:
the defeat of the major working-class struggles in Europe in the

tual historians, however, will surely not fail to highlight the ,

'

seventies, the collapse of ‘socialist” models, the emrrgence of
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social movements going beyond the classical framework of
Marxist thought, such as feminism. It was a context which clearly
influenced intellectual thinking. These days you can only call
yourself a ‘Marxist’ in inverted commas. But then Marx himself
did say he was not a Marxist.

Our aim, however, is not to add another contribution to the
general debate on the ‘crisis of Marxism’: it is more modest, and
more specific, confined to the field of economics. In fact we shall
focus on one specific area within economic theory, the theory of
value, price and incomes. It is here that the speed with which Marx
has been discredited among French researchers seems, in a
sense, most surprising. The ‘labour theory of value’ — a term,
by the way, never actually used by Marx — is now so disparaged
that even people who have made the greatest contribution to it
no longer want to have anything to do with it. While government
spokesmen and the press assault our ears with appeals to “pro-
ductivity” as the answer to all our ills, as if the economic crisis
came down to a problem about the time taken to produce com-
modities, the very idea of a link between their exchange-value
and production time makes theorists shrink back in horror. And
while the question of how the gains in productivity are to be
divided between higher purchasing power, shorter working
hours and increased profits is right at the heart of the debates
over economic policy, concepts like ‘the value of labour-power’
and ‘rate of surplus-value’ (or ‘surplus labour’) are treated with
suspicion even by people who made their reputation as
Marxists. ~ .

The surprising thing is not so much the recurrence of anti-
Marxist critiques from the ‘dominant current’ among econo
mists, who are always bent on covering up the social antago-
nisms in capitalist production. Nor is it the silence of all thos
who think that somebody from the last century cannot hav
anything to say about contemporary economics, as if Newtonian
mechanics had nothing to say about the flight of aeroplanes. The ;
real paradox is that under the guise of a “critique of political -
economy’ there has developed a radical questioning of the foun
dations of Marx’s analysis of the actual working of the capitalist §
economy. For Marx was not content to put struggle at the heart of 3

social relations. He actually tried to answer the professional;

- not just the seed of death but the condition of life,

- Want and scarcity? Marx’s answer is: works and days

Introdu

economists’ question, ‘How does it work?" Steeped

ction 3

in Greek

culture, he knew that, as Hesiod said, ‘there is not onge kind of

strife alone, but all over the earth there are two’, that |
was born of the marriage of Ares and Aphrodite, that ¢

opponents in society do not constantly exhaust themse
endless struggle, but that in everyday life they have t
way, parthers. Otherwise capitalism would have vanis
the earth long before Capital came to be written. _O.f co
‘always wins in the end: harmony turns into crisis, €

farmonia
ronflict is
and that
lves in an
p be, in a
hed from
urse Ares
mulation

b and consensus into rivalry and war. But although contradiction

really does lie at the heart of social relations, it must be resolved

atleast temporarily; in one way or another, it must be regulated. !

But what exactly must be regulated? What is the struggle over?

constructs a theory of the capitalist economy which is n

time devoted by society to its material reproduction is
and distributed.

answer to the problem of the regularity of the wa

on, the rate of profit by division, and so on. .
- Recent French critiques have begun, quite rightly , b
rating their attack on this vulgarized version.” But i

farxism to a niggling marxology — even though
involved playing down, or even denouncing, the i
bt they still owed the unfashionable Marx, or find
ves new gurus.
As usual the first step was to question the ‘labous

. And he
ot merely

critical but positive as well; one which will explain hoy, within
the contradictory framework of capitalist social relations, the

allocated

It is only a short step from ‘positive’ to “positivism’. Marx’s

rkings of

‘capitalism was soon replaced by a veritable Marxist economism,
‘which opposed the naturalism and mechan?ds;n of '
;opponents with an equally naturalist and mechanistic doctrine
o the effect that commodites have a calculable value, as does
abour power, that surplus-value can be arrived at by subtrac-

its

y concen-
the intel-

ectual context outlined above, they have gradually come to
dopt an academic, ‘Anglo-Saxon’ attitude towards Marx’s
work, treating it as worthy of study but not reliable enpugh to be
ised as a touchstone. This has led them away from fevitalized

this has
tellectual
ing them-

theory of
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value’, starting with the classic ‘transformation problem’. From - from the material basis of social reproduction. But wage-earners
quite legitimate criticism of the ‘algebraic’ solutions proposed| and capitalists do not see things in those terms. ere sqcial
by British and Japanese authors, they moved rapidly to a rejec-| relations are concerned, the experience, perceptions, motives
tion of the whole idea of a link between the value (or rather thep and expectations of those involved are as important as the <
price) of commodities and the struggle to appropriate part off post hoc analysis of the consequences. The relation pegple ‘enter
somebody’s labour time. At least this argument had the merit of . into’ is not the one the theorists put forward. And while people
attacking the major, ‘substantialist’ weakness of vulgarf do ‘delude themselves’” about the nature of their relations, the
Marxism — which reduces value to a sort of immaterial yet i only one'in which they actually participate and which governs
quantifiable product of human labour, incorporated in com- their actions is the one they themselves perceive.
modities — and of restoring full weight to Marx’s own declared - This world of perceived relations in economics is world of \ :
starting-point, the value form. How does it happen that com- prices and incomes, expressed in terms of money, and it is what |
modities and labour-power come on to the market with a ‘value’ f: Marx called the enchanted world. This may explain why so many °
that is demanded or ‘self-proclaimed’ by their owners? An Marxists have poured scom on it. The present book,|however,
answer to this question has to raise the fundamental issue of § sets out to take ‘the enchanted world’ seriously — henge its title.
how, despite the contradictory nature of the capitalist organ- . Ibelieve, in fact, that by exploring this enchanted worl ofpric.es
ization of production which sets economic units in competition § proposed, profits anticipated and wages demanded, and its
with one other and sets available workers against the owners of §* interaction with the disenchanted world of blind s ggle for
. the means of production, labour still comes to be socialized. | ownership of the social labour product, it will be ossible to
Unfortunately, the history of French Marxism during the g discover the key to the secret of crises, particularly the present
seventies represents a see-sawing between excesses of ‘sub- ‘inflationary crisis. ' )
stantialism’and ‘formalism’. In the preceding years of structural- [ In the introduction to Crise et Inflation:pourquoi? I mentioned
Marxist hegemony, the main thrust had been to criticize the § ‘an image which has been haunting me since the crisi began —
contradictory nature of commodity relations and to blunt the: ~the image of a cartoon character who has gone over the edge of a
element of conflict in exchange by laying stress on the repro cliff and carries on walking on thin air. This seemed to me 0
duction of the relations of exploitation. The reaction, although ustrate the position of the world economy, which inuesto
positive in some respects, went to the opposite extreme. The &/ work ‘on credit’ while the actual ground en which pest-wart e
debate on the ‘forms of socialization tends to ignore what is wth has been based (the regime of intensive growith centred
actually being socialized, the labour of dispersed and exploited & on mass-consumption, still called Fordism) crumbles Deneath it.
producers. Just as there can be no substance without form, so ] ow did the imaginary plane beneath the cartoon feet cquire its
there can be no form without substance. There are two sides to 3 tébi]ity? How did it come to have split off from the ‘ground’?
every social relation, what the relation consists of, and the form What relation did it still have with the ‘ground’? This |bssay, and
in which the agents involved in it perceive their own mode of; ts sub-title, embodies the current state of my thinkirlg on these

entry. questions.

The crisis of the ‘labour theory of value’ cannot be resolved }
simply on the ground of the phenomenal forms of the interaction
of economic agents. Nor can it be resolved through a dogmatic
return to vulgar Marxism. Commodity exchange and wage
relations really do hinge on the allocation of labour time and the |
extraction of surplus-value — to forget that would be to fly farfl

f‘

From labour we shall go on to examine value, price formation,
oney and inflation, with Marx’s work providinfhla gu%ding
ead along the way. I hasten to add, however, that this re-
mation of Marx’s contemporary relevance will ngt be just a
ous reiteration of old orthodoxies, for the very simple reason
at, strange though it may seem, there has been hardly any
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work on Marx's economic writings. The Grundrisse has only been}
available in French for about fifteen years, and it has revolu-|
tionized our understanding of Marx’s concepts of fetishism, |
productive forces and labour. Theories of Surplus-Value, which !
has likewise been available for a relatively short time in al
modern translation, is another crucial, though misnamed, |
document, being both Volume Four of Capital and the rough |
draft of the conclusion of Volume Three. Volume Three, which is :
unfinished, ends with some chapters on competition, and on the |
way in which social classes and individuals represent to them-
selves what they do and what they are within the economic
relations of capitalism. That, therefore, is the place tolook forthe .
‘missing link’ between the theory of commodity relations, §’
exploitation, the dispossession of the direct producer —af -
hidden reality or object of esoteric knowledge, like the universal §
gravity behind the fall of an apple — and the exoteric world of b
everyday life, made up of codes, networks, conventions, insti- §

tutions and incorporated norms,? the world beneath the cartoon:
character’s feet which Marx called the ‘enchanted world’ of
fetishism.

"Reading these texts brings to light an incredible wealth of

ideas. Although they have no great sophistication, their very

language suggests the future mathematical theories which will, I

am confident, provide the sophistication required to stand up, |

in the academic arena, to the denigration Marx’s work currently
receives from those who scarcely know it. Marx offers us keys,
tools of such a level of ‘performance’.that the transposition of
their use from his time to ours is fruitful’and productive, despite
the substantial changes undergone by the capitalist mode of]
production. ’

To demonstrate this fruitfulness is another purpose of thi
essay: but it is only an ‘essay’. Therefore it is an appeal for a;
‘programme of work’, the construction of a Marxist theory of the]
enchanted world. The theory of exploitation and of the basi
forms of class struggle, and therefore Capital, Vol. One an ‘
Marx’s historical works, are broadly adequate for movements ing
society and for the working-class and trade union movement.
But if Marxism is to be re-established as a theory capable of}

Introduction 7

of elucidating phenomena must be properly carried through.
For however attractive such a programme might be to non-
dogmatic Marxists, it would be absurd if its repercussions were
entirely in the realms of theory. Quite apart from the act f:ha't the
‘crisis of Marxism’ covers a vastly broader area, the lcrisis itself
poses other, more alarming, problems. I have neithe tl_ne vanity
nor the capacity to try to solve them, even at the theorgtical level.
Yet it will be clear by the end of this book that a jnumber (?f
intellectual escape routes are blocked off, and that several anti-
crisis policies, far from setting the cartoon character(s fej_-et back
on solid ground, are threatening to send him crashing into thg
abyss. If this essay can help, even in a small way, ﬁo discredit
disastrous policies founded on deluded analyses, it will be of far
greater use than the mere rehabilitation of a nineteenth-century
economist.
Often in the course of this book I shall use the prgnoun ‘we’,

guiding thread of this essay is in fact an article I.
-with my friend Ricardo Hausmann.* Many of the

work on the theory of rent have forced me to define my thoughts
- more precisely. I owe him a particular debt of gratitude.

I must also thank my friends and colleagues at| CEPREMAP,
".co-authors of Approches de l'inflation (Paris, 1977, mimeo) espe-
cially Robert Boyer and Rosa-Maria Gelpi. I explained my debt to
them in Crise et Inflation:pourquoi?, and the criticism and
omment I received from Robert Boyer and Daniéle Leborgne on
the later stages of my research provided a daily stimu us.without
vhich this book would be the poorer. Equally stimulating were
the comments of those who saw the intermediate stages, either

providing a critique of contemporary capitalism, then this tasl{" as articles or seminar papers, and the discussions;1 had with

|
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colleagues following parallel courses of research. I would like to
thank particularly Michel Aglietta, Suzanne de Brunhoff, Patrick
Clawson, Mike Davis, Gérard Duménil, Duncan Foley, Bernard
Guibert, Jean-Guy Loranger, Thierry Paquot, Philippe Von
Parijs, Michel de Vroey, and others, and of course Charles Bettel-
heim who first encouraged me to explore the ‘enchanted world’,
and who has been a continuing support. .

Maryvonne Yvon and Christine Pillard deserve my particular
gratitude for their work in deciphering what was often tangled
and feverish thinking. And when I have sometimes felt isolated,
trying to express intuitions which seemed impossible to com-
municate, the support and interest of Francine Comte, who
encountered all the obscurities in this essay as it was being
written, were crucial: to her, my fondest thanks.

Notes

1. In the introduction to Vol. I of my Crise et Inflation: pourquoi? Paris 1979, I
provide an outline of Manc’s dialectic, the concept of regulation, the relation
between his critical approach and his positive approach, etc.

2. This critical current is represented in the Maspero series Interventions en
Economie politique. Despite the divergent approaches, we might also mention in
this regard Benetti and Cartelier, Lautier, Tortajada, de Vroey, and many others,
as well as the latest work of Aglietta and Orléan. (See appendix to this book.) Fora
good, short introduction to the issues involved, see Gislain and Deblock, ‘La
monnaie et la force de travail, deux marchandises “particuliéres” ’, Interventions
Economiques (Montreal), No. 10., 1983.

3. The reference here is inevitably to Bourdieu, who has done so much to clear
the way in the realm of sociology. See also the interesting analyses put forward by
the Hungarian philosopher Markus in Langage et goduction, Paris 1982.

4. Esoteric wversus Exoteric: the Forgotten Dialectic, duplicated paper,

. CEPREMAP 8021, Paris 1980. This was in tum based upon the first volume of the
| report Approaches de l'inflation published in 1977 by the Centre d’Etudes Prospec-
| tives d’Economie Mathématique Appliquées i la Planification.

Chapter One

The Two Sides of the Economy in
Marx

Understanding a text is a dialectical process between the author

- and his readers. As this develops, some aspects of the text which

were originally of secondary importance come to the forefront,
while elements which the author regarded as|central are
neglected or even entirely forgotten. Changes of this sort can
clearly be seen in the ways in which Marx’s work has been read
over the years. '

Marx devoted an important part of his work to fthe dialectic
between the ‘internal relations’ that determine the dynamic of
capitalism, and the manner in which they appear ‘on the surface’
to economic agents. Theories of value, exploitation, reproduc-
tion and so on belong to the first of these aspects which, being
‘the more important, has been the focus of most studies. On th.e
other hand, among the great majority of Marxist and anti-
Marxist authors, whether academic or militant, study of the
ansition to the second aspect, which starts with the theory of
fetishism and money, seems to have narrowed down for some
fime now to a focus on one relatively secondary point: the ‘trans-
rmation problem’. This book will attempt to revive the dia-
ecﬁc, on which Marx laid so much stress, between these two
pects, which are sometimes called the ‘esoteric’ and the
xoteric’.
‘There was a clear distinction for Marx between the real move-
ent of things and their apparent movement, between their

9
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internal essence and their surface, and also between the laws
governing the former and those which govern the latter. The
distinction between the two levels and viewpoints lies at the
centre of Marx’s criticism of Adam Smith and Ricardo in Theories
of Surplus-Value:

Smith himself moves with great najveté in a perpetual contradic-
tion. On the one hand he traces the intrinsic connection existing
between. economic categories or the obscure structure of the
bourgeois economic system. On the other, he simultaneously sets
forth the connection as it appears in the phenomena of competition
and thus as it presents itself to the unscientific observer just as to
him who is actually involved and interested in the process of

bourgeois production. One of these connections fathoms the inner

connection, the physiology, so to speak, of the bourgeois system,

- whereas the other takes the external phenomena of life, as they  ¢
seem and appear, and merely describes, catalogues, recounts and

arranges them under formal definitions. With Smith both these
methods of approach not only mainly run alongside one another,
but also intermingle and constantly contradict one another . . .
The one task interests him as much as the other and since both
proceed independently of one another, this results in completely
cont'radi_ctory ways of presentation: the one expresses the intrinsic
connections more or less correctly, the other — with the same

justification and without any connection to the first method of |

approach — expresses the apparent connections without any
internal relation.

A few pages later (p.169), Marx refers to the distinction between |

‘internal’ and ‘apparent’ connections as that between the

‘esoteric and exoteric method of approach’, and we shall use the |

same terminology here.
It needs to be stressed that for Marx the distinction between

the ‘internal’ and ‘the phenomenon’ was quite clear. The |

‘internal’ consists of all the objective social relations which struc-
ture economic life (commodity relations, wages, class struggle,
etc.) and determine its dynamic — what Marx called its ‘ten-
dencies’, ‘immanent laws’, and so on. The ‘phenomenal’
embraces all the representations created by economic agents in
connection with their own behaviour and the conditions they

f.j:xc_e, but which are in fact dictated by internal relations. Posi- §
tivists might argue against this position, saying that ‘class
struggle’ and ‘wage labour’ have no more existence in actuality

&
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than the law of universal attraction, and that they merely con-

stitute arbitrary ways of systematizing our perceptions. Butif we
~ are to understand Marx, we must adopt his ‘realist’ point of

view. |
There is, in fact, an analogy between the distinction as it
- operates in economics and that between the mavement of
celestial bodies and the way they appear to us from|earth. The
latter was the basis of the Ptolemaic and the former ofjthe Coper-
* nican system. If we start from observation of the apparent move-
- ment, we will say that the sun rises and sets, and the stars rotate
.. around us. And in economics, we will say that profit is a margin

- added to the cost of commodities.?

The Copernican system starts by observing and comparing
these apparent movements, and then tries to reduce them to the
- real movement which gives rise to our perceptions.| Hence the
rotation of the earth on its axis explains why the sun rises and
¢ sets. But that is not all: the earth’s movement round the sun, the
¥ inclination of the earth’s axis and the movement of all the cele-
stial bodies, make it possible to explain why the stars which we
see from the earth move in the specific ways they dq. In econo-
mics we would say that surplus-value is a fraction gf the value
added by abstract labour, and that the other social relations
distribute this surplus-value between different social classes.

It is important not to confuse the esoteric/exotericidistinction
with ‘higher or lower levels of abstraction’:* the former is, so to
speak, transverse to the latter. The complexity of the apparent
movement of the celestial bodies is produced by the|complexity
of their real, concrete motion, but for each isolated|real move-
ment, such as the earth’s rotation on its axis, ther} is a corre-

sponding simple apparent movement — in this cas¢ the move-
ment of the sun and the stars round the earth. In the same way,
.the Marxist method ‘rises from the abstract to the concrete’ by
‘combining more and more complex social relations so as to
describe ‘the physiology of the bourgeois system’ (commodity
relations, wage relations, the diversity of the possessing classes);
ut for each relation there seems to be a corresponding ‘apparent
sconnection’, the successive combinations of which give rise to
the external phenomena of life’. In the chapters that follow, we
hall try to trace the parallel complexities of the esoteric and
exoteric worlds.
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The analogy has its limits, however. The Copemican system
can explain the Ptolemaic, and as we shall see, the real movement
and its esoteric laws in Marx can explain the apparent movement
and its surface connections. Apparent movement, however, is
not capable of explaining real movement. Yet in astronomy the
Copernican system triumphed over the Ptolemaic and took its
place. For Marx, although the esoteric explains the exoteric, the
latter could never be reduced merely to the form in which the

- esoteric appears: it retains its independence and.its own effi-_
- cacity. Consequently, rather than an opposition between two -

views ending in the substitution of one for the other, Marx’s
distinction remains dialectical.

As far as economic agents are concerned, the independence or
efficacity of external connections constitutes the only reality they
come into contact with, determining their motives, their expec-
tations, their behaviour and what Bourdieu* would call their
‘habitus’. It is in this ‘enchanted world’ (Capital, III, p.806) that

" the actors play out roles which, though of course dictated by

hidden social relations, do have a considerable contribution to
make to ‘reality’ through the interpretation of them. In fact social
relations have no material existence outside this network of
institutions, the permanence of these ways of behaving and so
on. If we drown this sensible reality in the concept of the
relations which determine it, we shall ignore the fact that the
whole reproduction of these relations involves the activity of
agents in the representationj.l space of the enchanted world.
That would not be so serious if there were a point-to-point,
historically unchanging correspondence (or at least as unchang-
ing as capitalist relations themselves) between the internal con-
nections and the way they appear. But such is not the case. The
way they appear, their representational space, provides agents
with a degree of freedom in action through which the contradic-
tions of the relations which enclose them can be expressed.® In
addition, the historical variations in the institutions and
‘habitus’ which ensure the reproduction of the same funda-
mental capitalist relations, depending on the mode of regulation
in force (i.e., the historically variable mode of resolution of the
contradictions which constitute those relations), implies
profound divergences in the way the same ‘fundamental contra-
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dictions’ manifest themselves between, for
and another. To ignore the laws of the en
economy of exoteric connections’, would

example, one crisis
~hanted world, ‘the
therefore be to cut

oneself off from understanding a large part of reality.

How was it that the distinction between e

soteric and exoteric,

so important to Marx, gotlost in the course of the historic debates

between then and now? Part of the answer i
were responsible: it is only contemporary c

s that circumstances
apitalism which has

actually asserted the autonomy of the exoteric, particularly in the

current crisis. And the subjective conditi

ons for this neglect

need to be sought in the debate which set Marxists against other

sorts of economists. After the collapse of the
which the esoteric was essential, ‘economic
as a systematization of visible activity, of e
and no longer attempted to grasp the essentj
Marx denounced this sort of work as ‘vulgar,
economics actually does nothing more thar
tize and turn into apologetics the notion

Ricardian school, for
- science’ developed
xoteric connections,
al internal relations.
economics’. “Vulgar
interpret, systema-
5 of agents trapped

within bourgeois relations of production. $o it should not sur-
prise us that precisely in the estranged form of appearance of

economic relations . . . vulgar economics
home."®

In rejecting the Ricardian theory of value
retained not only its objective weaknesses

feels completely at

, ‘vulgar economics’
but also its political

implications which had been so little develpped by the Classical

economists: ‘Mr Ricardo’s system is oné

of discords . . . its

whole tends to the production of hostility among classes and
nations . . . His book is the true manual of the demagogue, who

seeks power by means of agrarianism, wal

and plunder.” This

goes some way towards explaining the rejection of the esoteric
by the dominant economists, but not why the majority of
Marxists should have neglected the exoteric aspect. Three

answers suggest themselves.

Exploitation only becomes visible from the study of real

activities and internal relations, and its exis

tence can be demon-

strated by recourse to the esoteric part of Marx’s work alone; and

~ so there is no need to go beyond this level in order to denounce

capitalism. But that was not enough for Marx. It was necessary to
show how exploitation manifested itself in ‘everyday life’
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(Alltagsleben),® that is, in the fetishized world of visible activity.
This second side of Marx’s work has been neglected.

Then the positioning of the dialectic between esoteric and
exoteric within the theory (at the very end of the Marxist theory
of Capital) and in the texts (a few words at the end of Capital, III,
but mostly in Theories of Surplus Value) has meant that this
part of his work has remained little known or studied. To be
precise, the distinction is there in Marx from the beginning of
Capital, but it only becomes a major source of contradictions
right at the end. Through most of the work Marx shows how the

real essence of things differs substantially from their appear-

ance; but it is not until those appearances become objective
elements of economic reality that the real problems appear. The
main argument of this book will be to study the ‘enchanted
world’ for itself, starting from the material Marx left and testing it
against the reality of contemporary society.

And, finally, because exoteric connections and the system-
atization of them are at the heart of ‘vulgar economy’ the idea has
grown up among Marxists that to take such superficial pheno-
mena into consideration would in some way vulgarize the
science of society. Although this position is understandable in
the context of the polemic with ‘vulgar’ economists, it is no
excuse for ignoring such an important part of Marx’s work, and
of capitalist reality.

First of all, Marx’s use of the term ‘vulgar economy’ to indicate
those theories ‘which feel particularly at home in the alienated
appearances of economic relations’ was intended to set the views
of minor economists such as Careyagainst those whom Marx
believed to have made fundamentally important contributions,
Adam Smith and Ricardo. If we want to use the same term today
to refer to economic theories which only deal at the level of
exoteric connections, then we need to emphasise that they may
be extremely sophisticated (as for example the use of theorems
by Euler or Lagrange, and all the resources of econometrics).

‘Vulgar’ economics, therefore, thus defined, must not be
confused with ‘popular’ economics, the way the laws of
economics are presented in ‘public opinion’, which may or may
not be educated. These versions mix up notions which we would
call esoteric — for example, ‘prices fall because the scale of pro-

_ the phenomenon and therefore come under M

i
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duction increases’ — and others we would call exoteric — e.g.,
‘prices rise because wages rise’. This second category may also
include ‘vulgar Marxist’ versions (e.g., ‘prices rise because
profits rise’). Moreover, popular economics can react to historic
changes such as transformations in the forms of pconomic regu-
lation, and even vary the reaction according to sqcial class. Small
shopkeepers will say ‘If there’s unemployment it's because the
workers want too high wages’, while the new, salaried middle
class, steeped in Keynesianism, has little diffi
the idea that ‘stagnation only continues because incomes are too
low’.
It is also clear that since the esoteric/exoteric distinction is
based on the difference between the standpoint of social rela-
tions and the direct standpoint of individual agents, it covers
broadly the same areas as the macro/micro distinction. Never-
theless, most macroeconomic formulations rema}n at the level of
‘s heading of
exoteric. For example, the basic Keynesian relation dC = cdY
(the increase in consumption is only a fraction of the rise in
incomes) is an exoteric connection which only, gains esoteric
status through Cambridge interpretations of the ?ort put forward
by Kalecki (i.e. workers consume what they earrj, while capital-
ists save their income). a-l’lT
Nobody, therefore, should be surprised to find topics familiar
to ‘bourgeois’ economists, particularly Keynesians, in the pages
that follow. Some may see this as an attempt tq give a Marxist
gloss to the dominant political economy, while gthers may gain
satisfaction from the proof that Marx pre-empted his critics and
was ‘therefore’ superior to them. To my mind, t);gugh, it merely

demonstrates how impossible it is in the study of social relations
to separate substance and form, the esoteric and
critique of commodity relations and exploi
positive analysis of the behaviour of commodi
capitalists.

I am convinced that there is no reason at the'%noment why a
Marxist should not be interested in studying incomes (even if
they are ‘nominal’, i.e. expressed in an institutional monetary
unit, such as the franc), behaviour (even if it appears reducible to
individual calculation of optimization), and anticipations

|
|

e exoteric, the
tion and the
subjects and
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(speculative or ‘rational’); so all that remains is to start work.

In the next few chapters we shall construct the ‘fetishized
economy’ of ‘the enchanted world’ until its independence
becomes a reality, not merely in one specific theoretical field, but
having an objective existence and its own efficacity. Chapter
Two will outline the enchanted world corresponding to an ultra-
simplified capitalist economy. In Chapter Three the enchanted
world will grow in stability and complexity with the inclusion of
more complex social relations, and the picture will be completed
in Chapter Four.

Chapter Five will introduce the contradictions between the
laws of the now independent enchanted world and the deep
development of socio-economic relations. This contradiction
resolves itself through crisis, which in the current operating
conditions of capitalism takes the form of inflation (Chapters Six
and Seven).

Notes

1. Theories of Surplus Value, Moscow 1968, Vol. 2, p. 165. Emphases added.

2. Negishi on the other hand sees Marx as Ptolemy, with the neo-classical
economists as Copernicus! (See ‘Marx and Bshm-Bawerk in the Theory of
Interest’, Economie et Société, Nos. 2-4, February 1980.) We hope that by the end
of this essay readers will be convinced that the opposite is true.

3. Contrary to a widespread tendency (see for example Mattick, ‘Some Aspects
of the Value-Price Problem’, Economie et Société No. 6-7, June 1981.) As Markus
very acutely says, ‘the movement of Marx's thought in the Grundrisse is organized
on the principle of rising from the abstract to the concrete, whereas in Capital the
argument proceeds from essence to appearance; and these two pairs of categories
are absolutely not the same, either in Hegel or in Marx’ (op. cit., p.208). Never-
theless Mérkus puts what seems to me an exaggerated emphasis on the fact that
in Capital this distinction led to a ‘naturalization of content and a phenomeno-
logization of social form’ (p.123). Even if this tendency (to set up a contrast
between technically neutral ‘productive forces’ and the illusory appearances they
take on in capitalist social relations) does exist in the Manxist traditionand hasits
roots in Marx (as I stress frequently in Crise et Inflation) we shall see here that
substance and form are just the indissociable aspects of all social relations,
production included. :

4. ‘Society exists under two inseparable forms: on one hand, institutions
which can take on the shape of physical things, monuments, books, instruments
and so on; and on the other the acquired dispositions, the durable ways of being

"has become a richer and broader concept than the very ‘ecd

-~ other, and both to the concept of habitus.
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or doing which are incorporated in the body (and which I call
socialized body (what is called the individual or the person) is
to society: it is one of its forms of existence.” (Bourdieu, Quest

the habitus). The
hot in opposition
ons de Sociologie,

Paris 1980, p. 29). It goes without saying that the concept of ‘habitus’ is much

broader than the ‘economic habitus’ we are using here.

5. This theme is developed more fully in Crise et Inflation,
dialectic of reproduction and transformation in Marx (‘Men
history on the basis of conditions that are given, inherited fro

where I link the
make their own
m the past’) with

his interpretation of the Epicurean ‘clinamen’. Bourdieu’s concept of ‘habitus’ is

explicitly intended to take account of this. ‘But why not ju
“habit”’? Habit immediately conjures up something repetit
automatic, more reproductive than productive. What I want tq
that the habitus is extremely productive. The habitus, in brie
conditioning which tends to reproduce the objective logic of ¢

st use the word
five, mechanical,
stress is the idea
f, is a product of
onditioning, but

by forcing it to undergo a transformation; it is a kind of transforming machine

which makes us “reproduce” the social conditions of ourownp

roduction, butin

a relatively unpredictable way, so that we cannot pass simply and mechanically
from a knowledge of the conditions of production to a knowledge of the

products.’ (Bourdieu, p. 134).
6. Capital Vol. 3, Harmondsworth 1981, p. 957.
7. H.C. Carey, quoted in Theories of Surplus Value, I, p. 166.

8. Since the work of Lefebvre and his followers the expression ‘everyday life’

nomist’ sense in

which it is used here. The two senses of the word are of course related to each




Chapter Two

A First Look at the Enchanted
World

In this chapter we make the first transition from the esoteric to
the exoteric, on the basis of an economy reduced right down to
the fundamental capitalist relations. We shall begin by briefly
summarizing the three contradictory relations which constitute
the essence of capitalism (at least, according to my analysis of it
in the first part of Crise et Inflation: pourquoi?) and the fetishisms
they give rise to. Then we shall go on to sketch a preliminary
synthesis of these fetishisms by means of the ‘transformation of
the law of value’ which will take us into the realm of wages,
profits and prices of production.

This will be a fairly rapid overview. More detailed analysis of
some aspects, particularly the origin of money in the develop-
ment of the fetishism of value, and the famous ‘transformation of
values into prices of production’, will follow in later chapters.

I. The Essential Relations of the Capitalist Mode of
Production

The ‘capitalist mode of production” does not exist. It is a con-
struction of our thought, which refers to the regularity with
which certain contradictory social practices are reproduced, con-
tradictory because they simultaneously set human beings at
odds with one another and unite them in a set of characteristic

18
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social relations. The social relations we call ‘capitalist’ are far
from exhausting the complex of practices which make up all
actually existing societies. In fact other social relations or prac-

tices are the very condition of existence — the
were — of capitalist relations: domestic life, f
relations between men and women, and so on.
nance of capitalist relations in turm permeates th
relations. Thus, to identify a society as capitalist

bstratum, as it
or example, the
And the domi-
e other practical

to the set of relations characteristic of capitalism, but at least to

recognize that a great deal of social life is organ

ized around the

reproduction of these relations. Furthermore, ¢
are themselves subject to profound historical

italist relations
teration and to

major variations between one socio-economi¢ formation and

another, depending on the history of struggle
ments. Finally, it is possible to make a mo

d social move-
or less subtle

analysis of the capitalist relations which actually exist.

In his central work, Capital, Marx said his intention was to
describe an ‘ideal’ capitalism, without always assessing where
his picture presupposed the existence of rele:Eons external to
capitalism (like domestic exploitation) or e bodied charac-
teristics specific to capitalism, at that period, in England. One
result of this has been that many of his supparters tend to see
every institution, relation or practice that exists in capitalist
societies as a deployment of capitalist relations|(thus setting the
family alongside businesses or banks), or else to measure
actually existing capitalisms against the the£1"etical mode in
Capital — that is, against nineteenth-centu England, the
golden age of capitalism ‘in itself’ — in rela jon to which our
contemporary societies are degenerate forms, %ntaminated and
deformed by struggle and social reform. In what follows we shall
be abstracting both from the myriad of social relations and prac-
tices which have nothing specifically capitalist about them, and
from the particular variable forms assumed by the characteristic

" relations of capitalism. It should be appreciated that this is a

subjective morphography: there is always a degree of arbitrari-
ness in this kind of exercise, and the only justification for it is the
light it casts on reality.

The ‘internal physiology’ of the mode of production can be
defined by three major relations which are jalso three major

is not to reduce it |
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contradictions, characterized by unity and opposition between

two poles:

(a) the commodity relation, expressing the contradiction
between social and private;

(b) the relation between capitalist and wage-earner from the
viewpoint of economic property; _

(c) the separation of the producer from the means of production
from the point of view of ‘possession’, of the capacity to set
productive forces to work.

Let us now examine each of the social relations, not just in the
terms in which they appear in conceptual analysis (the esoteric
point of view) but as they fetishistically manifest themselves to
agents trapped within them (the exoteric point of view).

1. The Commodity Relation'
The esoteric view

The first component relation of any commodity economy
involves a contradiction between the social nature of production
and the private management of the economic units which, quite
independently of one another, engage labour for society. This
contradiction is resolved by exchange, which appears under two
aspects:

(i) A commodity which is exchanged shows by the fact of its
exchange that the labour involved in its production has been
socially validated. 2

(ii) The owner of the unit which produced it thereby acquires a
right to an equivalent part of the social labour product,
produced in another unit of the division of labour.

These two aspects, validation and permutation, are not separ-

able in barter-exchange, but a developed commodity economy

cannot be founded upon barter. Therefore the society, or rather
the state, has to choose (and thus exclude from the set of ‘profane’

commodities) a ‘representative’ of social labour, or ‘general

equivalent’, which itself has no need to be validated, and this
becoines money. Producers socially validate their labour by ex-

- societies: the direct stranglehold over a person’s

A First Look at the ‘Enchanted World” 21

changing their product for money, and then assert their right
over other products of social labour by exchanginyg the money for
other commodities. This is what Marx calls simple circulation,
which we shall representas C—M— C.

The exoteric view

The right over a quantity of social labour takes the form of a value
inherent in the product. To take the example Marx uses, people’s
perception is not that some need to produce a cqat while others
need to produce twenty yards of linen, but simply that ‘20 yards
of linen = 1 coat’. In addition, as exchange is in ffact carried out
between commodities and money, the relation between the
commodities themselves disappears and is replaced by the idea
that each commodity has a value which is expressed in a price,
independent of other commodities. Thus ‘1 yard of linen = 10

. francs, 1 coat = 200 francs’. At this stage, however, value relates

all commodities to one another at a given point injtime, and from
private labour establishes them as social productT.2

Comment

The above account, of course, refers to what Marxist writings
term ‘the law of value’. There is the substance of value (socialized
labour) and its form (a mysterious quantity assigned to the
product, which enables it to be exchanged for other products).
The esoteric/exoteric couplet is present even at this stage and it
cannot be reduced to the distinction between |substance and
form, although the substance of value refers to what is basically
socialized through the value form, and although value-form
takes account of the starting point of externalization.
This form of value, as Rubin followed Marx in pointing out,’ is
in fact the starting point for all externalized socialLlinks in market
bility to work,
rights overland-use, honour, faithfulness, all endlup by havinga
price. This is why, after decades of which value was reduced to
its substance, those who today tend to reduce value to its form, to
a simple mode of individual socialization, find arguments so
easily.* For our part, we are always aware that there can be no
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form without substance, and that what is at issue is the socializ-
ation of a particular expenditure of labour.

One serious consequence of this tendency to reduce value to
its form is that value — or, to be more blunt, the measure of the
quantity of value — is hidden behind the price.* Therets indeed
nio other way fot value to appear exceptin price: but that does not
remove its relevance to the quantitative concept of substance.
Let us consider this more closely.

Marx rightly distinguishes between two concepts of measure:*
internal or immanent measure, and external measurement.
Interrial measure relafes a ity to its substance, and external
measure relates one quarhify to ancther-quanfity ‘which repre-
serits the sariie substance. The internal measure of the value of a
commodity is thus the quantity of abstract social labour neces-
sary for its production. An external measure is the quantity of a
representative of value (e.g. money) which can be exchanged for
the commodity (its price). In the same way, physicists measure
quantity of energy either by the substance of the energy (e.g. in
kilogram-metres) or by a quantity of some form capable of being
converted into energy (tonnes of oil-equivalent, for example). As
we shall see, money is not the only external measure of value.

We are told that there is no practical advantage in measuring
value in terms of labour. But this is not a point of view shared by
economists at the macro-economic level who translate variations
in production into variations in manpower requirements, nor by
methods study departments which, within one economic unit,
calculate the directly necessarily labour time, often down to the
nearest second. Yet neither the practical worth of a conceptual
magnitude, nor the possibility of measuring it is ever a necessary
condition for its definition in theoretical analysis. This is
derived only from the conceptual frame by means of which we
apprehend the real.

In any case, our concem is to relate the movements of quantity
measured by prices to the internal reality of the socialization of a
quantity of labour that is produced and distributed. We shall
see — it is at the centre of our argument — that this corres-
pondence can only be reached at an extremely inclusive level.

This results from the form of value itself: the value of a parti-
cular commodity is not the actual time taken to produce it, but
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the ‘socially necessary time’. The amount of money for which itis
exchanged does not therefore represent a particular amount of
time. In addition, other social relations will intervene to
transform the value, breaking the proportionality of the internal
and external measures of commodity-values (the famous ‘value-

price ratios’ which vary from one commodity

amount of value represented by money canno

to another). The
t therefore be the

value of the particular commodity for which it is exchanged, as

that will depend on the commodity in question

it can only be the

value of a ‘representative sample’ of all commgdities consumed
and thus socially validated, i.e. of a number of commodities

proportional to the net product of the society

The structure of

this net product is defined by the regime of acqumulation which
is in force.” If therefore we suppose acommodity economy where
everything produced is regularly validated, we shall find the
quantity of abstract labour represented by the unit of money

(called currency) by dividing the quantity of

labour needed to

produce the net product by the price of that product.® We shall

call this quantity the ‘labour (or value) equi
(LEM).

Finally, of course, a commodity economy dg
complete regularity. There will always be a miis

privately engaged labour and what can be soc

reality, then, it may happen that for a while the
the realized price of the net product, and tk

labour used, will fluctuate around the LEM.

We shall return later to the question of mone;

greater length.

2. Economic Property and Wage-Labour®

The esoteric view

This relationship, characteristic of capitalism,

separation of the direct producer from the mez
which are the monopoly of the capitalists
appears directly in the division of value betws
the means of production consumed) and VA

valent of money’

es not work with
ismatch between :
lally s validated. In
relation between
ne corresponding

y and discuss it at

\

is based on the
ins of production,
This separation

>en C (the value of

(added value). In
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addition, the workers have to sell their capacity for labour to the
capitalists, with the result that they only recover one part of VA
i.e. v, the value of labour power, while the rest, s, surplus-
value,'° goes to the property-owning class as a whole. The rate of
exploitation e = s/V reflects the historically determined relation-
ship of forces between the two classes.

The exoteric view

This relationship, and its consequences for the division of value,
. give rise to a new series of fetishisms. First, instead of wages
being seen as the part of added value that is returned to the
~ workers, the idea grows up that ‘labour’ has a price, which is
" paid. If that is the case, surplus-value has to come from some-
where else: the initiative of the capitalists, the productivity of
the means of production, or something of the sort.

Comment

Here we come to a second key moment of ‘externalization’ which
will soon lead us directly to the famous ‘transformation’
problem. For the moment, let us just consider one of the sign-
posts. What can be said about the relation between the ‘price of
labour’ and ‘the value of labour power’? There are two sides to
this question.

First, how much labour power must be bought in order to have
the desired amount of labour? The full complexity of this seem-
ingly trivial question was recently revealed by the struggle in
France over the 39-hour week. We shall take a very simple
example, in which all the firms in one branch operate according
to the same production norms. In the production of one chair, it
is necessary to add fifteen minutes of diverse sorts of labour —or
at any rate fifteen minutes of abstract labour — to the value of
the raw materials and means of production. If we then ask how
many chairs can be produced with the labour of one worker for
one day, any boss will immediately reply that it depends on the
length of the working day, which in tum depends on the real
breaks sanctioned by law or custom. In short, between the
quantity of hired labour power (let us call it m for ‘manpower’)
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and the quantity of abstract labour supplied (}), there is an elastic
relationship which turns on the length of the working day A and
the intensity € of the work — that is to say, on two deter-
minants of the rate of exploitation.

Note that once A and e are given, m serves as an external
measure of I: abstract labour can now be measured by the quan-
tity of a commodity, labour power! The difference is qualitative,
but the relationship of measure is quantitative. In the same way
forces or ‘tensions’ can be measured by extending a spring, so
that one obtains the ‘elasticity’ of the spring or more generally

(when one works in more than one dimension) a ‘tensor of

elasticity’. We shall give the name ‘tensor of exploitation’ to the
linear mapping that assures a correspondence between the
quantities of directly necessary abstract labour (in the different
branches) and the amounts of labour power that need to be
hired.'" If the first are measured in hours and the second in days,
the difference is immediately visible. If one thooses the labour
normally provided in one day as the unit of abstract labour, then
e and A are equal to 1, and the tensor T can he understood, as it
is equal to the tensor unit I.

But it cannot be left there. We must also know the value at

(g
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which a unit of labour power (for example,| one day) actua.ll’y/\;‘cﬁl"jf

exchanges. I discussed this at length in chapters six and thirteen
of Crise et inflation and we shall return to it again. But it should be

noted here that, strictly speaking, labour power exchanges for.

money, for a wage, s. Given the labour equivqlent of money, one
has the value w of the unit of labour power. The trouble is that

the wage, which can in principle be exchang

ed for anything, is

s
I
*C»V' \

‘/c)“l“:“

actually exchanged for a ‘shopping basket’ which is rather fuzzy
<but relatively determined by the ‘consumptign norms’ in force.

The measure of the value of this basket provid
of the value of labour power. In principle this

o5 another measure
would be the same

if the exchange relations (in prices) were proportional to the
value relations, or if the shopping basket was proportional to the
social net product: in general, though, this is hot the case.!?

We therefore have two measures of the valye of labour power
(in abstract labour time). It is enough to be aware of this, and to
make clear each time which one we are talkingjabout. In that way
we will avoid a number of traps in the transzrmation problem.
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But for the time being let us note that the total value of labour wm
provides us with a new external measure of added value,
expressed this time as value, but as a different value; it is the
value of the labour power that produces the added value! We
pass from one to the other, given the three coordinates of ex-
ploitation: the value w of a unit of labour power, and the para-
meters of the tensor of exploitation, A and €. This ‘curiosity’ is
at the root of Adam Smith’s confusions between the (internal)
measure of the value of commodities by ‘embodied’ labour and
his (external) measure by ‘commanded’ labour. In a way which
was partly legitimate, but also to some extent arguable and
confusing, Marx had no scruples about explicitly using this
‘external’ measure in Capital, III, in connection with the organic
composition of capital and the rate of profit. As an ‘index’ (to use
his own words) of the labour ‘set in motion’ in relation to the
‘dead labour’ crystallized in the means of production, he used
not VA (added value, the quantity of living labour), but v, the
. value of the labour for the capitalist.'?

We can pause here, at the ‘externalization’ of this fraction of
value which comes back to the exploited wage-labourer. The
other fraction, surplus-value, will go through more extra-
ordinary adventures. But before looking at these, we must point
out the emergence of something stranger still, which makes the
whole movement something of an odyssey. It concems a new
development of the value-form itself, ‘value in process’ or
‘autonomous value’, value destined for ‘independence’ etc.
Although, strictly speaking, this fetishism can already be intro-
duced in the account of the first fundamental relations, we shall
precede our discussion of this by outlining the third funda-
mental relation of the mode of groduction. 4

3. Dispossession
The esoteric view

The third basic relation, which Bettelheim calls ‘possession’, s
has to do with the capacity to set productive forces to work

!
A First Look at the 'Enchanted World"” 27

during the course of the labour process.JThrough the expro-
priation of workers’ skills, the systematization of social know-
ledge and the incorporation of this knowledge in the machine
system, both the productivity of labour and the real domination
of wage-labour by capital underwent considerable expansion. In
the system of values— that is, in the lallocation of social
labour — the dynamic of this social relatior) is expressed on one
hand by a fall in the unit value of each commodity (which can be
translated either as a fall in the value of labour power at a
constant purchasing power of wages, or asja rise in purchasing
power at constant value, or any combination of the two), and on
the other hand by a tendency of the orgamc composition of
capital, C/VA, to rise, which reflects a greatgr allocation of social
labour to the production of producer goods

The exoteric view |

This process creates a great variety of apparent movements on
the surface of capitalist society: the increase in social knowledge,
when it is incorporated in the means of prdduction through the
transformations and development of mechanization imposed on
the dispossessed producers, does not appear as such but rather
as growth in “the productivity of capital’, a new fetishism of the
world of appearances. At the same time, however, we know that
the tendency of the organic compos1t10ntc’)f capital to rise is
expressed as a tendency of the rate of profit l o fall.

Comment |

We do not intend to go into this question at greaterlength ifonly
because the major part of Crise et Inflation is devoted to it.
Socio-politically, as well as economically, it is clearly a funda-
mental relation of the mode of production; and it is also the one
to which the founding fathers referred in the ambiguous phrase
‘degree of development of the production forces’.
All that needs to be stressed here is that this ‘class struggle in
_production”'® determines the evolution over time of the funda-
mental magnitudes of value at the esoteric level. As this essay is
concerned with the exoteric economy and its relation to the

(o e Agfouy fo He Uk g omahion rﬂwam 5 m (qwdnim

#
tndhgrg © oF He whesent ¢ \kw.o— o TRitol +o heued Gber 24
Soly am% oF ide ki a,«,(glfm corsfand a:st%w,,o chtrgphl (F8 Y g



28

esoteric, we shall take as known and given the movement of the
‘internal’ quantities (gains in productivity, evolution of the com-
position of capital, growth of real wages etc.) — that is, what
Marx calls the ‘revolutions of value’.!’

I1. Birth of the Exoteric Economy

The result of the combination of the three relations and the
tetishisms to which they give rise is a general restatement of the
law of value. Two aspects of this may be distinguished: the first,
to some extent phenomenological, is a change in the value-form
itself; the second is a transformation in the measure of values, or
more precisely exchange-values, the way that commodities are
measured externally in money or in relation to one another.

- 1. Value Achieves Autonomy

Relations between men have taken a fetishized form since the
éarliest stages of commodity economy. By fetishism is meant the
fact that all social relations between men at this level of organ-
ization of production take the form of relations between their
products. One nolonger says that Peter and Paul have shared the
tasks by dividing up the labour, but that they have produced
objects of the same value.

But then in a capitalist commodity economy a second level of
fetishism appears. Value directly becomes the purpose of pro-
duction. Two commodities are no longer said to have the same
value. One says that the same value is metamorphosed from one
commodity into another, and\even that it can increase in the
course of these metamorphoses.

A new economic object arises out of the exchange sequence
A — B, B — Cetc. which Marx calls ‘(autonomous or independent)
value in process’. A whole string of commodities now passes
through the hands of the economic proprietor in the process of
circulation. We shall not be concerned here with the fact that this
process is divided into phases, where the value of the ‘value in
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process’ increases, even though most of Cap
up with it.

Value and value-in-process are two separ:
first is essentially social and synchronic; it
‘map’ of the social division of labour in the
relations between products. The other is
chronic: we talk about ‘a’ value which is pres
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tal Vol. One is taken

ate phenomena. The
is an instantaneous
form of quantitative
individual and dia-
erved through time,

or which grows, is wasted, and so on. The second, of course, is

subordinate to the first; its substance is
though taken as realized, either socially vali

abstract labour —
dated or destined to

be so — and its form is a development of e simple value form,
while its measure is the instantaneous measure of the value of

the commodity in whose form it appears. B
phenomena arising out of fetishism, they ar
one can say that ‘the successive oscillations
surface of water appear as a wave’, or ¢
creation of a wave sets the molecules in mo
that ‘in circulation commodities of the sam
that ‘values-in-process are metamorphosed
modity to commuodity as they are exchanged

In fact under capitalism the second fetishi
with the development of what we call “m¢
gradually acquires the greater coherence.

t insofar as both are
e equally real. Justas
of molecules on the
ronversely that ‘the
Hon’, so one can say
e value exchange’ or
in parallel from com-
for one another’.
sm is dominant and,
onopoly regulation’,
In this system, the

network of social production and reproduction actually appears
as an interweaving of two sorts of value-in-process:

— capitals, in the classical form: . ..
(i.e., money-capital, M, is exchanged for p
which in the production process becomes

M—P...C—>M
roductive capital, P,
commodity-capital,

which is transformed into valorized money4capital, M’);

— labour powers, in the form: > M —C...L—>M (ie,,
wages buy commodities, which are transformed in the system of
domestic labour into reconstituted labour power, which is sold

for wages).

But these (diachronic) autonomous value
connected by exchanges of commodities
govermned by the instantaneous, synchroni

S are in reality inter-
and labour powers,
relations of values.

_This therefore places constraints on the distribution of values-

in-process among the different branches and sections of social




30

production. In his study of the reproduction schemas in Capital
Vol. 2 Marx explained these constraints as a function of the
instantaneous relations of values.'® It is thus the same thing to
say, when the equations of one schema are followed, that they
express a correct (i.e. socially valid) distribution of values-in-
process among the compartments of the division of labour, as to
say that they express a correct distribution of living labour among
these compartments.

Take the case of simple reproduction, a pattern of accumu-
lation in which each capitalist entrepreneur consumes the
surplus-value and reinvests his capital with the same technology
from one period to the next, and in which wages remain
constant. In the department producing producer goods, and in
that producing consumer goods, the sum of the measures of
value-in-process, at the end of the cycle of production, is respec-
tively Ci + Vi + Siand C: + V2 + .. But the production of
department I is validated by ‘social demand’ of the magnitude C,
+ C:. Therefore we must write C2 =V, + S, = VA.. When this
equality, which measures the value of consumption of constant
capital in one department by the living labour of the other, is
respected, it determines the distribution both of values-in-
process and of social laboq;behNé@_the_MD_dePa.ﬂmenjs_i}ﬁs
duality in the meanings of the word “value’, as expressed in the
schemas of reproduction, I shall call the woo -warp duality. Think
of the way a scarf is woven. It will be nice and smooth with no
Creases or tears, if the threads pulled by the shuttle (the woof) lie
neatly one beside another between the laterally arranged threads
(the warp). The threads of the woof represent values-in-process,
and those of the warp the succession of synchronic maps of the
distribution of social labour measured ‘in instantaneous value’.
The duality holds as long as the norms of production and
exchange stay the same, or vary together in fixed proportions.
Otherwise ‘holes’ or ‘lumps’ will appear, expressing the fact that
the values-in-process cannot follow their own logic of survival
and growth at the same time as the relative relations imposed on
them by the system of instantaneous values in a coherent regime
of accumulation. ' The whole secret of the crises and their form is
contained in the impossibility of maintaining this warp-woof
duality, because of the distortions (Marx called them ‘revolu-

Ruad HoA abstraction in action. Here value passes thro
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tions’) of the system of instantaneous values, which are the
expression of the realm of value of the class struggle in produc-
tion and distribution. It is true that mindr distortions are
smoothed out by the regulatory mechanism of market prices. But
the ominous tendencies of capitalist accumilation (a rise in
relative surplus-value and organic composition, the tendential
fall in the rate of profit) eventually produce a ‘gradual accumu-
lation of divergences which lead to crisis’: thislwe shall return to
at greater length.

The distinction, then, between ‘value’ and value-in-process’
involves a real contradiction, and one which is fundamental to
Marx’s theory of crisis.

Those who consider the autonomization of Value as a mere ab-
straction forget that the movement of indujt-rial capital is this
gh different forms,

tleret ¥ Gifferent movements in which it is both presérved and increases,
vtk is valorized. Since we are firstly dealing heh-e simply with the
L forms of movement, we have not considered the revolutions that
the capital-value may suffer in its circulato process; it is clear

however that despite all revolutions in value, ¢ pitalist production
can exist and continue to exist only so long as the capital value is
valorized, i.e. describes its circuit as value that has become inde-
¥ pendent, and therefore so long as the revolutions in value are
somehow or other mastered and balanced out|. . . These periodic
revolutions in value thus confirm what they o tensibly refute:the
independence which value acquires as capital] land which is main-
tained and infensified threugh ijts movement, ? L
sl s Y 1 12 Gy 257,
Let us leave aside, for the moment, ﬁe@%&&ﬁﬁéﬁ?ﬁ%&lue’
and concentrate on one particular aspect of v ues-in-process,
revenues. First of all, it goes without saying that values-in-
process are always calculated in money. For ex ple, the assets
of a company, “value in the most superficial stotkbroker’s sense’
are constantly divided between productive capital (fixed assets
and materials), commodity capital (stocks), aqd money capital
(working capital). Yet the values-in-process, |which capitalist
and wage-earner possess, also exist, albeit in different ways, in
the form of money: so they both talk about ‘income’. For the
wage-earner this is just the form in which the value of the
labour-power he sells is retumed to him, daily or monthly,
which he then spends in order to reproduce himself: wages, in



32

short. This is the transitory and cyclical, yet integral, form of his
value-in-process.?' For the capitalist it is quite the reverse, as
revenue is the increase in value-in-process which he possesses,
the growth of his capital. It is profit, which is therefore a con-
tinually increasing fraction of his value-in-process. It can be
spent unproductively or accumulated, that is put back into his
productive capital.

In each case revenue corresponds (“in the warp’) to the value
added by living labour over the period and divided between the
value of the labour power and surplus-value. But matters are not
the same phenomenologically, and that has consequences for the
relative measure of values-in-process. Here we come to the heart
of the transformation problem.

2. Wages, Prices and Profits, or ‘Transformation’

From a qualitative point of view, the value of labour-power and
surplus-value now appear in the form derived from values-in-
process. Measured in prices, they represent revenue drawn
either as the counterpart of labour sold (wages) or as return on
tied-up capital (profit).

This phenomenal relation set up between the two parts of
added value and the two ‘factors of production’ gives rise to
another fetishism. In the previous section they appeared as a
share of added value:

VA=V+S§S
withs/v=e

Let us follow the convention of placing a line above the cor-
responding quantities as perceived by the agents and measured
by price. P

First, as we have seen, because of the fetishism of the second
relation, wages appear as the price of a quantity M of ‘manpower’
hired, giving a wage rate s corresponding to the price of the day’s
labour:

V=sM

M is clearly derived from thg quantity of abstract labour

- of the ‘general’ (or ‘average’) rate of profit. ;{
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required, giving the tensor of exploitation T, that is, the intensity
and duration of the labour. The wage s is the monetary expres-
sion of w (the value of the labour power).

Profits, then, relates to the priceK of tied-up capital, of value C
+ V.22 As profit is a continual flow of rever ue, it needs to be

measured over a given length of time AT (usually a year). We
then get:

S=rAtK

r being an ‘annual rate of profit’. ;

The combined fetishisms of the second and third relations
make this definitional relation appear as causaj: the ownership of
capital, and its productive nature, appear as the cause of the
formation of a surplus, which appears as pI ofit. So if all the
capitals are correctly engaged in the division of labour, the
annual rates of profit must be the same in all branches, and the
‘competition of capitals’ is assumed to provide for the formation’

We shall not be examining here by what conicrete mechanisms
the competition between capitals tends to ac lieve this equaliz-
ation. They are an important issue in the theo'Fy of competition,
and they also vary according to the mode o regulation of the
inter-capitalist contradictions in force. Whether the capitalists
accept market prices and abandon one branch{when they decide
‘it isn’t paying’ or ‘some other branch is ﬁ;aying better’, or
whether they are in a position to fix a price which will yield the
desired rate of profit, so long at least as ‘there {; ademand’, they
are likely to regard their private engagement of social labour to
have been satisfactory if their profit is ‘at least the same as
others’: which of course never happens, because of the ‘revo-
lution in the system of values’ due to the class struggle in produc-
tion and distribution, the constant emergenceé of new products
and processes, and so on.

What should be stressed, however, is that this form of struggle
between capitalists belongs to Hesiod’s secand type, a strife
which assures the unity of capitalist comm dity production.
Thus, the actual operation of the ‘law of value’ in capitalist
society — thatis, the regulation of the private llocation of social
labour by means of investing capital — involves not only the
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exoteric world of the reflection of the division of labour in the
system of prices and incomes, but also the subjectivity and
motivation of the capitalist agents — in this case, their search for
the highest rates of profit, or at least one as good as the next man
gets (and of course many other motives as well).

This (subjective) norm, under the constraint of social relations
(particularly relations of values, but also relations of power
between different capitalists, which are here assumed to be
equal), thus creates a system of normal prices, which would be
achieved in the end if the value relations were not constantly
being ‘revolutionized’. There is therefore room for a real
‘exoteric economic calculus’, which we shall now outline.

As profit is realized when commodities are exchanged
between values-in-process, the relative prices of these com-
modities must be such that their sale covers the cost of the means
of production (which are fixed in price as T) and the wages paid
out V, and brings in a profit at the general rate, i.e.

D P=(1+1At)(C+V)

It should be noted that we are talking about prices relative to

each other, or to a given currency. It does not much matter
whether the nominal prices thus defined (called “prices of pro-
duction’) are expressed in francs or dollars or in any currency
representing 3.1416 or 1,066 hours of abstract labour. The level of
nominal prices will, of course, depend on the value-equivalent
of the unit of money, which will be given greater attention
below.

Let us ‘bracket’ this problem for the time being® and look at
the relative price of commodities. The ‘exoteric’ equation or
‘external connection’ (I) set out above connects the ‘price of
labour’, the price of the means of production, the rate of profit,
and the price of the final commodity. In a simplified model of the
economy in which each branch produces a commodity j by a
‘technique” defined by the data 4;; of the quantities of goods i
needed for the production of j and of the quantity of work mj
there are clearly as many equations of this type as there are
branches (let us say, n).

This system of n equations will obviously look very much like
the system popularized by ‘algebraic Marxism™* in its treatment
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of the problem of prices of production. But beware! The right-
hand side of the equation, if we are being exact, is expressed in
the system of prices at the moment t, when the value-in-process
is engaged in a productive form, while the| left-hand side is
expressed in the system of prices at the moment t, + A t, when
Fhe value-in-process meatmorphoses from commodity produced
into turnover.
The equation (I) can therefore only create a|system of relative
prices P. which will be the same on both sides|in cases where
1. production norms are constant during thd process;
2. all commodities produced are realized;
3. the system of prices stays fixed in level — that s, taking the
preceding conditions into account, when the value equiv-
alent of money is constant.
For the simplified example where all the|capital circulates
during the unit of time of circulation we thergfore arrive at the

famous equations popularized by the neo-Ricardians:

or, in vectorial form:?*
(In) p=(Q+1r[pA+s

But, to be strictly accurate, type-I equations link up prices at
different dates, which is quite normal in the cIe of equations of

—m—i

growth in ‘capital’ values-in-process. The exoteric connections,
I, are thus inter-temporal connections. If we remove hypothesis 3
above, which does not apply at the moment in any respect, we
will have to formulate equations of this sort:

(I p)=[1+r.(t —t)][p,)Ar+s(t,)m]

Whatever else, this is a new system of e>'<change relations

- established in the socialization of private lab})ur engaged in a

capitalist way. .

Thus the second and third relations will react with the first:
exchange relations will no longer be govem{d simply by the
labour used but instead by the labour engaged by capital, the
norm being equality of rates of profit between different spheres.
So the fact that commodities are not exchanged as commodities



36

‘pure and simple’ but as ‘products of capital’ (Capital, Ill, p. 275)
implies a transformation of exchange-values: the sun continues
to rise and set but it rises higher in summer than in winter. The
different movements come together to produce what appears to
be one single movement, the formation of prices of production.
The study of these movements has gradually led us fo the
famous ‘transformation problem’, the classic pons asinorum of the
transition from esoteric to exoteric, which, according to Marx,
Ricardo glossed over because ‘he wanted to produce science in
advance of science’ (letter to Kugelmann, 11.7.1868). Now that
the problem has been correctly solved, some authors have been

surprised at the apparently total independence of the system of

prices from that of values.? We shall be considering more fully
later on the firmness of fetishized appearances, which ought not
to surprise us any more than that of the Ptolemaic system, or
even Kepler’s laws (which enable the trajectory of the planets to
be calculated without knowledge of Newton's laws).

" Prices certainly seem to mirror each other through external
connections (I, II or IIl), given a set of ‘technical’ coefficients
which represent quantities of commodities, including quanti-
ties of ‘manpower’ commodities m. What has happened to the
quantities of social labour measured in ‘labour-value’? What
relation is there between prices and quantities of labour, which
at present seem to be two quite independent systems of
measurement, the second of only anecdotal interest and no prac-
tical use?

As soon as we get to grips with the fetishism of the ‘price of
labour’, the illusion of independence disappears as we
remember that the necessary quantity of manpower is only a
function (given the tensor of exploitation T) of the quantity of
abstract labour ! needed by the production in question. ‘Produc-
tion norms’ tell us that to produce a chair we need so much wood,
so many nails and thirty minutes of abstract labour: and we are
‘immediately able to calculate the value system of the com-
modities. They do not tell us how many times the labour power
of a worker hired for a day could provide thirty minutes of
abstract labour. Only when tensor T is known (and the value of
the labour power) will it be able to write equations of types (I),
(II) and (II). Therefore the system of prices of production is
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logically posterior to the analysis which defings the system of
values. Furthermore, whatever changes occur in/the law of value
as a result of the equalization (or non-equalization) of rates of
profit, or because of the presence or absence of rent etc., these
changes are limited: it is real commodities that are produced and
exchanged, and the sum of their prices, which correspond to the
revenue from their sale, can buy them and them alone. Marx
deduced from this that some esoteric relations must act as a
limiting constraint on the transformation of prices: total values
must remain equal to total prices, and total!profits to total
surplus-values (up to a multiplying coefﬁcieni depending on
the value represented by the currency), and the rate of profit
therefore depends on esoteric quantities.”” Modém debates have
corrected the imprecision of these formulations but the esoteric
conditions still appear as constraints on the exoteric demands.
This is the consequence of the ‘woof-warp duality’ explained
above.?® For if we take the values-in-process realized over a
given length of time, they are measured externally by the price of
the commodities turned out by the productive system over this
period. These commodity flows are composed jpartly of the re-
production of the commodities which have been{used to produce
them, and partly of a net product. If production norms do not
vary, the value added by living labour during the period will
itself represent the value of this net product. It will be measured
‘internally’ in abstract labour time, and ‘externally’ in money, by
the price of the net product. These two measures are very dif-
ferent (one is in hours, the other may be in frangs) but their ratio
is nothing other than the value-equivalent of money. When
economists say that ‘the sum of value is the sum of prices’, they
obviously mean that the currency chosen is suqh that its value-
equivalent is 1. We only have to know how many francs repre-
sent one hour to call that quantity of francsaE:ew franc’ and
recalculate all prices in new francs. The price of every commodity
cannot in general be equal to its value (let us say it will be equal to
its ‘transformed value’), but the value of what goes to each class
(once the revenue is spent) will be defined by the rate of exploita-
tion. It follows, intuitively, that ‘the sum of profits must be equal
to the sum of surplus-values’ in this particular cu ency. And this
is precisely what the calculus demonstrates, once the system of

|
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equations of the prices of production has been produced.

Yet enormous difficulties have arisen when Marxists (or anti-
Marxists) have tried to resolve the system (I) which Marx treated
in a somewhat cavalier fashion. Among other reasons, this stems
from a difficulty pointed out earlier, there there are in fact two
possible value measurements of ‘the value of labour power’ (and
thus of the complementary surplus-value). The value of labour
power can be defined either by the value-equivalent of the sum
of money paid out in the form of wages, or by the value of what
the wage-earmer buys. One can use one or the other, but not mix
both.? If this is not done, like is not being compared with like,
and it is hardly surprising if it doesn’t produce results. Some
people then feel able to deduce a ‘crisis of Marxism’, no less.

Provisional Conclusion

Capitalist commodity relations, for a given state of the class
struggle in production and distribution, determine the fractions
of social labour allocated to different products, and reallocated
(in the form of products) to different classes and different socio-
economic uses (production and consumption). This allocation
takes the form of value attached to products, which can still be
measured by the corresponding quantity of labour (‘instan-
taneous value’). But in the process of circulation this fetishism
develops into the form of ‘values-in-process’, expressed as prices
and circulating between capitalists and wage-earners. These
values-in-process exchange commodities among themselves in
accordance with relative prices, which seem to obey inter-
temporal ‘surface connections’ apparently independent of the
immediate allocation of social labour — although these surface
connections are in fact always transformed forms of value-
relations. It is in this ‘enchanted world of surface connections’,
however, that the information and the motives of the
commodity-capitalist agents are expressed.

The ‘transformation’ of internal relations (between the private
labours which constitute social labour) into external connections
(between prices and revenues) has been studied in this chapter
by assuming the social validation of these labours and a stable
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value-equivalent of money. What happens when validation and

stability are no longer guaranteed? This is what we shall look at
next. ‘

" Note to the English edition: In the French edition of this book, the

next chapter is devoted to the mathematical solition of the trans-
formation problem. Since this has already appeared in English in
article form (see reference below), it is omitted here and replaced
with the translation of a less mathematical text on the value
debate. (See the appendix.) For readers who ar¢ unfamiliar with
mathematics and the Journal of Economic Theoty, the following
points may be of some interest. i

The ‘standard solution of the transformation problem’
(Okishio-Seton-Morishima) involves from the| very outset two
key omissions: |

(a) In referring to the ‘sum of prices’ and the ‘sum of values’, it
does not make clear that these sums relate to thé net product.

(b) Forgetting the difference in kind between | and m, it fails to
mention the tensor T. This is not a serious m ithematical fault,
since the choice of units allows it to be tacitly implied through
reference back to I. However, it underlies the Samuelson-type
arguments about the ‘pointlessness’ of thinking in value terms.

Above all, the standard solution highlightsihe paradox that
the sum of profits is no longer the surplus-value!

In reality, the standard solution accepts the second definition
of the value of labour power, as the value of what is bought by
the wage. (This implies that all wage-eamers consume the same
thing, or at least, in Roemer’s version, shopping baskets of the
same value.) But in that case we should not e cpect the sum of
profits to equal surplus-value — for the structurk of profit utiliz-
ation is not the same as that of product utilization, which defines
the labour-equivalent of money. Anyway, it may be shown that
‘the sum of values of the uses of profit is equal to the surplus-
v:llue’, and the rate of profit is precisely related|to the system of
values.

|
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If one starts from the first definition of the value of labour
power as the labour equivalent of the wage (which is nothing but
the share of added value going to the wage-earners), then one
can show quite easily that ‘the sum of profits is equal to the
surplus-value’, in a currency where the LEM = 1.

My article (“The So-called Transformation Problem Revisited’,
Journal of Economic Theory No. 1, January 1982) develops in a
systematic, mathematical form the insights of Dumenil and
Foley regarding this ‘new’ solution. It resolves certain paradoxes
of the standard solution, and draws a parallel between the two
solutions while assessing the pertinence of each.

Notes

1. See the first section of Crise et Inflation.

2. While barter can be and is practised in all economies, it is not possible for
commodity economies to function systematically on such a basis. They all work
by means of money, and in addition to this institutions similar to money precede
money itself in pre-commodity economies and are used as accounting money (as

in centralized tributary empires), as circulation (of women between segments of

linear societies), for hoarding, etc. This does not mean, however, that these
institutions are money in the sense in which the term is used here, a means of
substitution and validation in commodity economies.

The fact that there is no developed commodity economy which does not have
money means that the institution of a commodity economy assumes that it is
‘usual’ to ‘produce for others’ without a precise customer in mind, thus that a
social validation procedure based on exchange for money (rather than for desired
use values) is already in operation. This institution precedes, and makes pos-
sible, the development of commodity relations, but this development changes
first the functional role of money, then its nature and its form.

The result of this is that contrary to the logical movement from esoteric to
exoteric (the relation between labours — the relation between things — the
relation between things and money) of the sort we have just outlined, economic
thought has to ‘work back’ from the illusion that value lies in gold (mercantilism)
to the consciousness of the direct relationship between products: this is why it
was only in the eighteenth century that people started thinking about barter
exchange, whereas they had exchanged things for money since time im-
memorial.

3.1. Rubin, Essays on Marx’s Theory of Value, Detroit 1972.

4. This tendency appears in different ways in Benetti and Cartelier (Economie
classique, économie vulgaire, Grenoble 1975) on the one hand, and in Aglietta and
Orléan (La violence de la monnaie, Paris 1982) on the other. We shall come back to
this.
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5. This is the case with the four authors mentioned above jall of whom deny the
existence of a value conceptually distinct and quantitatively different from price.

6. In this, Marx is following Hegel. On this distinction and its commonest form
(‘embodied labour/commanded labour’) see Marx’s numlerous comments on
Ricardo and Bailey (for example, TSV, II, 133, 155-156, 163- 65).

7.In Crise et Inflation, I gave that name to a permanent regime for the allocation
of social labour and the reallocation of the product to different non-productive
consumptions and to the transformation or expansion of th e machinery of pro-

duction. In ‘Nouvelle solution au probleme de la transfo
Economiques de Louvain, December 1979) I showed that,

preferences of different classes, and the rate of accumulatio

ation’ (Recherches
a situation where

-production norms are stable, the data of the rate of exploitation, the consumer

, define a regime of

accumulation with the structure in volume of the net proc‘uct (the net product
being the production of a given period less consumption in fonstant capital over

the same period).

The structure of the net product therefore performs a weighting function which
enables us to calculate the ‘average purchasing power in yalue’ of the unit of

money. This structure has no other special property, and h
with any commodity-standard a la Sraffa.

nothing at all to do

8. Throughout this essay we assume that value added by skilled labour has
been reduced (by a procedure discussed in Crise et Inflation, p. 146) to a simple
labour equivalent. Similarly we assume that the distinction between productive
and non-productive labour (see Chapter 3) can be used unambiguously, whereas
in fact it is much more complicated than this. Once these two problems of

conceptual definition have been settled, the ‘reduction o

concrete labour to

abstract labour’ is no longer problematic if one thinks of ‘abstract labour’ in terms
of ‘abstraction from one particular branch of the division of labour’.

In this essay we are looking at a different sort of prok

lem, raised by the

hypothesis that ‘everything which is produced is regularly yalidated’. But what

about commodities which have been produced, and which

are in stock, prices

marked, waiting to be sold? Are they part of the value of tHe net product? This
will be examined in Chapter 5. (My thoughts about the ‘labour equivalent of

money” have benefited a great deal from discussions with M
Foley.)
9. See Crise et Inflation, section 1.
10. S, surplus-value, should not be confused with s, wh
rates.

.de Vroey and D.K.

ch indicates wage-

11. If we set out in columns the quantities l; and m;, needed to produce the
different commodities i, we get: m; = l;/€ iAi, and the vector of quantities of
labour can be deduced from the quantities of labour necessary by m = Tl, where T

is a diagonal matrix of coefficients.

12. The first measure of the value of labour power is w = s k LEM. If we call the

shopping basket (vectorially) d and v the unit value of the ¢4
the second measure: w = v.d. There is no reason why these g
the same.
13. See Crise et Inflation, p. 302.
14. The fetishism of values in process is presented by M;
Capital, I, as an introduction to the second section of the]

mmodities, we get
uantities should be

arx in Chapter 4 of
book which deals

precisely with the second relation — economic property and wage labour. Most
Marxists seem to have considered ‘values-in-process’ as a rhetorical expression
or else a pedagogic tool. Yet Marx vigorously defended against Bailey the idea
that the ‘values in process and by winning their independence in relation to the

fetishism of value’. (See. Theories of Surplus Value, 111, p 155)
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15. See C. Bettelheim, Economic Calculation and Forms of Property, London 1976. ! surplus-values’. Let us also suppose that the workers db not all have the same
16. A.D. Magaline, Lutte des classes et dévalorisation du capital, Paris 1975. g shopping basket. With the same wage, they will not all have the same ‘value of

17. Marx analyses this aspect in chapter 15, ‘Machinery and Large-Scale s labour-power’, and so it could be arranged for some to bé ‘exploiting’ others!
Industry’, of Capital Vol. One, and in the chapter on automation in the Grun- .

drisse. There has been a great deal written on this subject since the sixties
(Braverman and Marglin in the USA, Coriat and Magaline in France, Panzieri,
Tronti and Negri in Italy): see Crise et Inflation, section IIl. For a further dis-
cussion and more up-to-date statistical data, see Lipietz, ‘Derriére la crise: la
tendance a la baisse du taux de profit’, Revue Economique No. 2, March 1982.

18. See Crise et Inflation, Chapter 9.

19. This analogy ought to be made more rigorous by using the formalism of
differential geometry and differential bundles, and its extensions into cata-
strophe theory, which is the inspiration for this essay. As we shall see, some of
Marx’s arguments anticipate this formalism, sometimes in a quite extraordinary
way. : '

20. Capital Vol. 2, Harmondsworth 1978, p. 185. 2

21. The fetishism is proportionately more developed when labour powerno
longer has to be sold on a casual basis, when employment is stable, and when
wages are regulated by contract and paid monthly, and automatically adjusted by
social benefits, etc.

22. In this essay we shall not be taking any account (with one or two exceptions)
of the fact that different fractions of constant capital circulate at different speeds
(fixed capital, circulating capital). But profit, in any case, relates to the total
* capital engaged, including fixed capital. (See Crise et Inflation, p. 160).

23. This does not in any way mean that real prices are formed by stretching a
‘monetary veil’ over previously determined relative prices. We are already in the
fetishized world where everything is expressed as money, and here we are
isolating the problem of the determination of relative prices.

24. See Crise et Inflation, Chapter 6, part iv.

25. Readers who are not mathematicians need not be alarmed: calculating
vectorially allows tables of numbers to be treated as if each table was reduced to
one number. Confronted with the vectorial equation you only have to imagine
that the economy is reduced to one branch, and say that ‘qualitatively’ the
equation does express the expected relation between prices, rate of profit,
volume of constant capital consumed, wage, and quantity of manpower.

The notation is as follows: p, m, |, are the ‘covectors’ (or ‘line-vectors’) of prices,
quantities of manpower, and abstract labour, and A is the matrix of a;;.

26. See, for example, P.A. Samuelson, ‘Understanding the Marxian Notion of
Exploitation’, Journal of Economic Literature, June 1976.

27. Intuitively, the general rate of profit must be an average of the ‘internal
rates of profit’ of the different branches, weighted by the share of social labour
assigned to the different branches, therefore by the structure of the net product,
and the ‘internal rate of profit’ of each branch depends on the rate of exploitation
and the relation between living labour and constant capital in each branch,
therefore of A and . The calculation confirms this.

28. We are provisionally asg(l.ming that ‘the warp does not move’, ie. that
production norms, and therefore the amounts of labour allocated to each product,
do not change.

29. Most of Steedman’s criticisms of Marx in Marx After Sraffa (NLB, London
1977) rest on this sort of confusion. To give an idea, let us suppose that the prices
of the things capitalists buy are systematically higher than their value (according
to the LEM). We will find that the ‘sum of profits’ is greater than the ‘sum of




Chapter Three

Other Social Relations
Come into Play

Up to this point we have sketched out the externalization of a
commodity economy with two completely homogeneous basic
classes (all capitalists are equal, all wage-earners are equal).
More precisely, we have shown that its unity takes the form of a
‘representational space’, the enchanted world of prices (of labour
and commodities) and revenues (wages, profits), the relative
magnitudes of which we have been able to assess as a function of
the ‘internal” data (production norms, exploitation rate). This
two-character enchanted world is still very close to the hidden
world of the distribution of social labour among the productive
branches and between the social classes. The only differenceisin
the measurement of relative magnitudes (the minor “transfor-
mation problem’) and, more important, in the space of absolute
measures (prices, not labour time). Yet it would be unfortunate if
we moved directly to the determination of these nominal magni-
tudes — and therefore of the labour-equivalent of money — as
the expression in prices of social contradictions. For there are
other characters haunting the enchanted world, reflections of
other social relations. Monsieur Banking Capital and Madame
Real Estate and many more. Dancing their phantasmagoric
round they may draw us delightfully away from reality, away
from the sweat and mud of everyday production, away from
works and days, weaving new surface connections among them-
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selves that will give the world of fetishism its full coherent

texture.
The three fundamental social relations do
exhaust the reality of capitalist society. There are

not, in short,

others that have

to be taken into consideration, which by their existence further

extend the fetishized representation of society,
distance between the real movement and the wa
perceived. The cycle of reproduction M — P .
particular, allows the gradual specialization
capitals which only want to be responsible f
process. This is what leads to the appearance of]

aind increase the
1y in which it is

..C—-M, in
of individual

or parts of the

bank and com-

- The esoteric view

mercial capital.

I. Commercial Capital and the Margin

In the cycle of productive capital M — P . . . C{— M, the first
two metamorphoses (purchase of the conditiong of production,
and production of commodity C) represent the normal activity of
an industrial capitalist. The third metamorphosis, C — M’, can
be taken over by a different capitalist; this is the role of com-
mercial enterprise.
Commodity exchange between these two capitals must be
clearly understood. It does not socially validate the product C —
indeed it anticipates it: it antevalidates production and pre-
validates the income accruing to industrial capital.’ In this way,
the industrialist sees his production ‘privately validated’ and is
able to use the corresponding amount of mo ey to start off
another production cycle. The period of rotation of capital is
thereby reduced and the annual rate of profit increased. This
advantageous development prompts industrial caipital to give up
a share of the newly produced surplus-value |to commercial
capital. But even if industrial capital can act as ifithe productive
cycle was closed as soon as commercial capital had bought the
product, that product is not yet socially validateh. That is why
industrial crises are preceded by commercial crises.
Commercial capital does not in itself add valuelto a product, it

+
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simply manages the C — M’ metamorphosis. The cost of this
process adds nothing to the value of C: in fact it is deducted from

M’. This is a ‘cost of metamorphosis’ which stems from the .

commodity form rather than from the necessary allocation of
social labour to the production of a use-value. It is only its
function in relation to the valorization of capital (accelerating its
rotation) which justifies its receiving a share of the surplus-
value. The wage-earners of commercial capital are also paid out
of this surplus-value, but the profit appropriated by commercial
capital is, of course, an inverse function of the wages it pays.
Although the wage-earners of commerce are entirely unproduc-
tive, the antagonism between capital and wage-earners does not
thereby disappear from this sector.

The exoteric view

With commercial capital we seem to have a ‘nominal capital’
which, though not producing any surplus-value, demands the
average rate of profit and gets it by adding a margin to its costs.
Furthermore, because commercial capital historically preceded
industrial capital and to some extent imposed its logicupon it, all
profits appear as margins over costs. The margin itself appears
arbitrary; it may seem to have been imposed fora given sector, or
to vary with commercial policy. The mark-up (the marginal rate
imposed by the vendor) is therefore an exoteric practical con-
nection through which surplus-value is appropriated. But
contrary to the kind of profit we saw in the last chapter, this
appropriation has nothing to do with the production of surplus-
value.

II. Bank Capital and Interest
The esoteric view

This time it is the ‘clomfe’ of the M’ — M cycle which becomes
independent. The autonomization of monetary capital enables
the industrial capitalist to minimize the part of his own capital
+ which he needs to keep in the form of money in order to produce

1
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a given amount of surplus-value. The conseqpent rise in his
annual rate of profit induces him to give up a part of the surplus-

. value in the form of interest, i.e. ‘a margin on mpnetary capital’.

We shall not go into the relationship of forces petween debtor
and creditor which determines how large that partion should be,
but it can confidently be said that it is generally less than the
whole amount! The level of interest is a questior} of conjuncture,
being influenced particularly by monetary policy.?

We shall be discussing in chapters six and seyen how interest
rates are determined. All that needs to be said here is that
interest must be paid to the banker, like other %oduction costs,
although this is a part of surplus-value corresponding to labour
that will not necessarily be validated. Fair enough: when a
banker lends to a businessman he does, after assume a priori
that the money will be correctly invested and firjally validated.

I
The exoteric view i
This new movement raises the fetishization and| mystification of
everyday life to new heights. Money seems to make money just
because it is money, and the active nature of irjdustrial capital,
compared with the passivity of the owner of money, creates the
impression that it is not the ownership of the means of produc-
tion which enables profit to be made, but the more specific and
more highly-regarded role of a good manager. 5o, it seems that
part of the firm’s operational output is pre-assigned to repaying
the ‘capital’, and that the rest is recompense for the managerial
skills and business initiative of the entreprene

This breakdown of surplus-value between profit and interest
has two important consequences for the composition of the
fetish economy. .

(a) Interest appears as revenue associated with the ownership
of a value-in-process, existing in money form independently of
how it is actively engaged: through it, capital ‘ ives oblivious of
its metamorphoses’.* It is the exact counterpart, on the side of
capital, of the ‘abstraction’ of labour. It is the permanent revenue
of money initself, as wages are the price of labour.* Thus, solong
as it is ‘updated’ by the rate of interest, any permanent revenue
can be related to the sum of money which, lent lt interest, would

|
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bring in the same income.® This introduces a second external
measure of value-in-process called ‘value of fictitious capital”:
not the measure in money of the material elements which
comprise it, but the measure of the sum of money which would
have the same growth. Thus a real capital which nolongerbrings
in the average rate of profit, but a rate substantially inferior to the
rate of interest, tumns out to have fallen below the value of its
component elements (fixed capital and circulating capital). Apart
from bankruptcies, this is the main form of ‘devalorization’ of
capitals which no longer produce in accordance with the produc-
tion norms in force.” More generally, all revenue (government
bonds, for example, but also a retirement pension) can be seen in
this way as revenue from fictitious capital, and the ‘claim’ on this
revenue can be sold at a corresponding price.
(b) Esoterically, the payment of interest involves the transfer of
a part of realized surplus-value. But in ‘reality’ the borrower is
committed to paying the interest before he has tested the social
validity of his products. Similarly, the lender ante-validates the
realization of the product. But, unlike commercial capital, bank
capital hardly runs any risk other than insolvency on the part of
the borrower. It unconditionally receives its share of surplus-
value on a value that has not yet been realized: its revenue is
‘prevalidated’, as are the wages paid by the entrepreneur, which
correspond to labour that still has to demonstrate its social
‘utility.

Because ‘capital’ becomes a factor of production whose re-

muneration is prevalidated, such remuneration appears as a cost
to the entrepreneur and enters into the pricings on which his
margin is calculated. In the last analysis, for the esoteric laws the
rate of profit is deduced from the system of values and the
interest rate remains arbitrary; but in the realm of exoteric con-
nections, itis the interest which is given, and the company profit
which fluctuates according to the ‘success’ of the entrepreneur’s
ventures.

II1. Management Salaries and Supervisory Functions

The ‘management skills’ we were talking about earlier can be
looked at in concrete terms as a series of functions ranging from
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technical coordination of the work process to overseeing of the
reproduction cycle of capital. These activities tend to be
separate, and to be shared among a number of agents who
collectively represent a power in the service of |capital. Their
income is a non-accumulated part of surplus-vFlue which is
prevalidated and appears in the form of wages.®
Thus, capital can be remunerated in three different ways:

— as interest on accumulated money; '

— as company profit on value-in-process enga%ed in a parti-
cular sector;

"~ — as the wages of managers and certain other employees, cor-

responding to relations of control and supervision.

The fetishism of everyday life is further increased by the fact | ‘
that each of these revenues is governed by independent surface
connections, which appear to be autonomously determined and
which further obscure the single origin or surplds-value Thus !

‘management salaries will seem appropriate reward for the level |

of skill involved, and will be determined on a h1erarch1cal gnd
starting from the basicunskilled rate. Yet, Baudelj:’ Establetand !
Malemort have shown that wage differentials have no propor—

i
|
I

tionality with the costs of training the various components of the |

workforce, from simple to complex labour.’

IV. Rents, Taxes, and the Revenue of Independent
Producers

The more social relations are introduced, the more complex
fetishism becomes. The following are a few examples.

1. Rent

Insofar as it is the economic expression of a social relation, rent

(or, more broadly, income from land) is no more

than the legal

right to a fraction of surplus-value, the production of which

requires control over privately-owned land. This
surplus-value is not linked to scarcity: since fre
began in France, the whole range of radio fi

distribution of
e broadcasting
equencies has
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become more saturated than many areas of land, but they are still
(in December 1984) freely allocated by the public authorities. The
right to use, ormisuse the earth has been differently apportioned
by the historical institution of private land ownership — hence
the existence of rent and other revenue from land. As to its
amount, that will depend on the general relationship of forces
between landowners and capitalists, and the particular nature of
the plot in question. '

The point here, though, is that, except in the case of share-
cropping, the renting or purchasing of land once again appears
as the cost of acquiring a factor of production, paid in advance
of — or at least independently of — the social validation of the
production carried out on the land in question. Once again,
surplus-value is distributed before any validation has taken
place, as a prevalidated revenue whose amount of which is
governed by its own laws or surface connections of the type:

Rent = R x Surface.

2. Taxes

The reproduction of the general conditions of social reproduc-
tion, from the maintenance of law and order to monetary policy,
requires the State to perform certain functions and to raise the
necessary revenue. Part of its spending can be seen as a collective
expenditure of surplus-value (maintaining law and order);
another part as collective management of variable capital
(education, health, social security) or of constant capital (infra-
structures). The esoteric nature of public expenditure is not
important here.!' This time the flow of incomings and outgoings
is clearly governed by exoteric laws in the most legalistic sense of
the word law — laws which are so exoteric, so obvious, that
‘everybody is supposed to know what they are. Whether the
revenues come from prevalidated activities (like all the taxes and
contributions levied on production) or from already validated
activities (like taxes on income or turnover, or value-added tax),
these laws enter into economic calculation by increasing and
consolidating the distance between esoteric and exoteric.
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3. The Revenues of Independent Producers

In most capitalist formations there are some forms, even some
modes, of production which are non-capitalist, although of a
commodity nature. The corresponding produdts are sold in the
market and are assigned a price which, to a greater or lesser
extent, ensures that these forms can reproduce themselves. More
particularly, it enables ‘independent producers’, or a section of
them at least, to reproduce themselves as a ?ass. Esoterically

speaking, everything will depend on the degree to which these
forms of production are integrated into capitalism.'

In the idealized case of the ‘average’ petty-commodity
producer, his turnover must allow him to pay his production
costs and leave sufficient net income to assure a standard of
living equivalent to that of wage-earners with the same quali-
fications or skills (as in the well-known demand for ‘parity’
flourished by French peasant trade unionism). |In reality, how-
ever, production costs vary widely from one independent

- period of work, the absolute unequal exchange

producer to the next, and the price of the prod !

it will determine how many go to the wall, ho

cts is not always

many derive an

high enough for the whole class to reproduce ivt{elf. In that case,

acceptable net income, how many receive the extra capitalizable
income to become ‘go-ahead small employers’, and so forth.
Exoterically — and with the same overlining conventions as

in an earlier chapters — the product prices of ¢

etty commodity

production are governed by a surface connectioh of the sort:

P=C+kV,

(where k is close to 1in the case of stable articulat
capitalist mode of production and petty commod

We may note that if k < 1 + e, we get a ge
surplus-labour from petty commodity product

fion between the

ity production).
neral transfer of
ion to the cMmp;

and that if V is also lower than the average wage for a longer

will be compounded by super-exploitation in

sector. This is only possible (for example, in Fre

because the small producer does not really perce

between sectors
the dominated
nch agriculture)
ive his means of

production as capital to be valorized at the best rate of profit, nor
his capacity for work as a commodity to offer to whichever
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branch pays the most. He tries to survive as a small-scale inde-
pendent producer, with all the cultural, psychological and other
implications of that stance.

Once more we see that esoteric relations (i.e., the reality of
class relations) are translated or filtered into exoteric economic
laws only through the motives, ‘habitus’, and so on, that these
relations impress on the way agents behave. Yet for the other
social classes — and for the national accounting, which takes the
small producer to be a boss who is also his own waged
employee — a single model tends to run together capitalist and
petty commodity production. According to this model, which is
also fairly typical of the ideology of all those “little fish with big
ideas’, prices represent the sum of the entrepreneur’s costs and
the income he pays to himself, due account being taken of his
labour on the one hand and his ambitions on the other.

We could extend the examples almost indefinitely, even
without going beyond a closed economy in which there is no
exchange with socio-economic formations from other monetary
zones. But let it suffice: we already have a closely-woven fabric
through which prices are interrelated via a system of laws con-
solidated by custom, relations of forces, trade union norms,
budget votes, decisions in Brussels, and so on. These laws deter-
mine prices (or at least supply-prices) in complete inde-
pendence, it seems, of the allocation and reallocation of social
labour which they are meant to regulate. Let us now survey this
independence, which is the defining characteristic of the
‘enchanted world’.

Notes

1. In this essay we shall try to use the term ‘antevalidation’ to refer only to thea
priori acknowledgement of the social validjty of privately-engaged labour, and
the term ‘prevalidation’ for the assignment of a part of the corresponding value to
one of its claimants, before the commodity is realised in money.

2. For a discussion of the productivity (and exploitation) of workers in the
tertiary sector, see Lipietz. ‘Le tertiare, arborescence del'économie capitaliste’,
Critiques de I'économie politique No. 2, December 1980.

3. See ].G. Thomas, Politique monétaire et autodestruction du Capital, Paris 1981.

4. 'Nous vivons dans 'oubli de nos métamorphoses’ is the first line of a poem
by Paul Eluard.

5. And even, if you add indirect wages (sick pay, unemployment benefit,
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retirement pension) the ‘permanent income of the wage-eamer’, independent of
his engagement in concrete labour.

6.If a title brings in an annual income R, and if the interest rate is i, the title is
worth K = R/i, since the sum R/i lent at that rate will also bri ng in R per annum.
This is the calculation of discounted value.

7. ].G. Thomas points out that, allowing for inflation, ithe index of stock
exchange values has fallen as low in the current crisis as it did in the 1930s.

8. See G. Duménil, La position de classe des cadres et employés, Grenoble 1975.

9. La petite bourgeoisie en France, Paris 1974. J'

10. On the theory of rent, see Lipietz, Le Tribut foncier urbain, Paris 1974, for the
case of urband land, and R. Hausmann, Oil Rent and Accumulation in the
Venezuelan Economy (PhD thesis, Comell University, 1983) for that of oil. It will
be clear that the study of rent has had a considerable influece on my thinking
about the relation between the esoteric and exoteric realms.

11. See the very useful reference outline by Christine jAndré and Robert
Delorme, L’Etat et I'économie, Paris 1983.

12. See the study of the mechanisms of unequal exchange (by prices) between
industrial capitalism and small-scale agricultural commodity production in
Lipietz, Le capital et son espace, Paris 1977.




Chapter 4

The Solidity
World’

of the ‘Enchanted

‘Capital-profit (or better still capital-interest), land—ground
rent, labour-wages, this economic trinity as the connection
between the components of value and wealth in general and its
sources, completes the mystification of the capitalist mode of
production, the reification of social relations, and the immediate
coalescence of the material production relations with their his-
torical and social specificity: the enchanted, distorted and
upside-down world haunted by Monsieur le Capital and
Madame la Terre, who are at the same time social characters and
mere things. It is the great merit of classical economics to have
dissolved this false appearance and deception, this autonomiz-
ation and ossification of the different social elements of wealth
vis-a-vis one another, this personification of things and reifi-
cation of the relations of production, this religion of everyday
life.”

In previous chapters we have shown how internal relations
give rise to surface connections, how the esoteric creates the
exoteric or, to put it another way, how Copernicus can explain
Ptolemy. Yet we have not discussed the reasons why, unlike in
astronomy, apparent motion cannot simply be reduced to a
reflection of real motion. Neither have we looked at the ‘func-
tion’? or effects of the enchanted world in the actual working of
capitalism. We shall do that now.
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I. Laws and Fetishism

First of all we have to emphasize certain aspects of Marx’s
theoretical system. In Marx’s work, the conceptual study of
modes of production, and in particular of capitalism, involves

three different types of forces. First there are

immanent laws

which define the general tendencies of the system driving from its
structure. Thus we have the tendency of the equalization of the
rates of profit, the tendency of the organic comppsition to rise,
and so on. These laws express the internal and necessary rela-

" tions between the different elements involved i

relations of the mode of production, defining the
the reproduction of these relations. But because

n the essential
imperatives of
e relations are

dialectical — that is, because they involve unity Ind struggle —
their reproduction can only be maintained through ‘a struggle
which reproduces unity’ and ‘a unity which is acliieved through

. stuggle’.’ In the commodity relation struggle is represented by

competition, which ‘imposes the immanent la\«?s of capitalist,
production as coercive laws external to each individual capi-,
talist.”

This brings us to the second kind of laws, the coercive laws
which act as forces on the different agents, compelling them to
play a certain role within the structure. Marx’s analysis in Capital
Vol. One is confined to thislevel.® The law of valug is imposed on
private agents from outside as ‘an a posteriori necessity imposed
by nature, controlling the unregulated caprice of the producers,
and perceptible in the fluctuations of the barometer of market
prices’.®

The picture is one of stable equilibrium, or a succession of
stable equilibria separated at most by catasttophes (in the
mathematical sense) and constantly being displaced and re-
established by mechanical forces acting independently of the
will of the agents. A cloud needs neither will norconsciousness
in order to obey barometric variations: the gqadient fieid of
pressure, which determines wind direction, is ejough.

If we remained at this level, we would still be able to reduce the
exoteric to the esoteric. It would simply be thel way in which
individual agents inevitably represent the coercive forces con-
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fronting them.” But when Marx tries to develop an under-
standing of ‘the process of capitalist production as a whole’, in
Volume Three of Capital, he has to look more carefully at how
capitalists reallocate their cashflow® into one sphere or another of
production or circulation. In order to understand this process he
introduces a third level, that of motives.® .

Different individual agents react to the coercive laws because
they are in pursuit of particular aims. If, for example, rates of
profit are equalized, this is primarily because the capitalists’
main motive is to maximize their share of profit. Structural
Marxists would argue that if they did not do that they would be
wiped out as capitalists — which would seem to suggest that
motives are just another way in which coercive laws appear to
individual agents. This idea may have some validity in the case
of other modes of production, and for the analysis of capitalism
at a certain level of abstraction. The problem is that one of the
characteristics which distinguishes a capitalist from a feudal lord
oran oriental despot is that he controls, privately, and for private
motives, the allocation and reallocation of social labour between
branches and technologies. When capitalists calculate their sale
prices privately, thereby demanding a portion of the aggregate
social surplus-value, they effectively tamper with and influence
the operation of economiclaw, while at the same time realizing it
in their practice. Marx expands this point in Capital Vol. Three,
where he devotes part of Chapter 12 to ‘the capitalist’s grounds
for compensation’.

As soon as capitalist production has reached a certain level of
development, the equalization between the various rates of profit
in individual spheres which produces the general rate of profit
does not just take place through the interplay of attraction and repul-
sion in which market prices attract or repel capital. Once average
prices and the market prices corresponding to them have been
established for a certain length of time, the various individual
capitalists become conscious that certain differences are balanced
out in this equalization, and so they take these into account in their
calculations among themselves. These differences are actively
present in the capitalists’ view of things and are taken into account
by them as ground/s for compensation. '

In this passage Marx rejects the mechanistic model of the ‘baro-
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meter’ which he used in the extract quoted labove. There are
similar passages in Volume One, the best known of which is the
one where he contrasts the bee and the architect (see Capital, I, p.
284), and argues that what distinguishes human beings is that
between their needs and environment, and what they do, comes

the mediating stage of planning.'' This is inde

ed a radical break

with the mechanistic outlook of the nineteenth century, and

more than anything else prevents him being re
of classical, or even neo-classical, economists.
the economic agent, whether wage-labourer
Pavlovian dog or a programmed robot — wh
tion permeating general equilibrium theory,

duced to the ranks
Marx does not see
or capitalist, as a
ch is the concep-
with its functions

of satisfaction to maximize and its random cybernetic processes

of ‘tdtonnement’. Marx sees the capitalist as
capable of invention and gambling, opposed
world in which the future is unpredictable, us

a human subject
to the opacity of a
ing the data of the

perceived world to orient himself, and weaving through his

. activity those worldly regularities which-appear to us after the

event as laws. But at the same time, by doing this, he is recreating
deeper and more stable regularities hidden}from direct con-
sciousness — the social relations themselves. The capitalist’s
calculations, and the conscious perceptions gn which they are
based, stem entirely from the visible movement of the exoteric,

[

which, as we know, is very different from the esoteric relations.

The finished configuration (fertige Gestalt) of economic relations,
as these are visible on the surface, in their gctual existence, and
therefore also in the notions with which the bearers and agents of
these relations seek to gain an understanding of them, is very
different from the configuration of their inner core (Kerngestalt),
which is essential but concealed, and the concept corresponding
to it. It is in fact the very reverse and antithesis of this."?

We can therefore say that the system of surface connections takes
on a degree of autonomy and cohesion not sole]y because it is the
form in which intemal relations appear to indjvidual agents but
also because these internal relations are reproduced only by
means of this behaviour (i.e., calculating prides) on the part of
private entrepreneurs.

Now, we need to gauge the implications of price formation
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through ‘the fixing of a supply price’, as against price formation
through fumbling blindly round an equilibrium. As far as the
history of economic thought is concerned, we know from Marx
that ‘full-cost pricing’ and ‘mark-up’** were sufficiently wide-
spread practices in his time for the nineteenth-century theorist
to have some relevance to twentieth-century capitalism, where
these practices are taught in business schools. He also suggests
that, prices being fixed by the private calculations of business-
men, the adjustment can a priori be made ‘by prices’ (capitalists
re-assessing ‘compensations’ — or superprofits — which they
see themselves as able to impose), as easily as ‘by quantities’
(capitalists seeing that at such and such a supply-price they
would lose customers, but preferring to regulate their debit on
the desired marginal rate) —and very probably, in Marx’s
mind, by prices after quantities. From the standpoint of modern
economic theories Marx would be a supporter of ‘equilibria of
disequilibria’ i.e., ‘non-Walrasian equilibria at fixed prices’, or,
inore precisely, at prices fixed by surface connections.

In the 1960s and 1970s, more than a century after Marx wrote
Capital Vol. Three, a number of unorthodox neo-classical works
appeared on the ‘micro-economic foundations of the macro-
economy’, showing the relationship between these situations
and the money form on the one hand and the possibility of crises
of realization, with general under-employment, on the other.
Marx demonstrated both these things at the beginning of
Capital, when in the metamorphosis C — M’ he identified the
formal possibility of crises and the inanity of Say’s Law.'* And in
fact all we are doing here is elaborating our original comments on
the private nature of social production in commodity economies:
a contradiction which only makes full sense if the real autonomy
of private agents is recognized, and if their freedom as subjects
(including the freedom to set prices) is not deposed at the outset
by the assertion that their labour must necessarily be social. This
is the trap Althusserian Marxism has fallen into in France, its
vision obscured by ‘reproduction’;'* even the work of Benetti
and Cartelier, though interesting, does not avoid it.'

It remains true, however, that while entrepreneurs set their
OWN prices, theif margin of freedom is extremely limited, not
only a posteriori (when a quasi-equilibrium imposed by the
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‘“transformation’ of internal relations has been achieved) but
priori too, when exoteric connections are taken into account. We
shall explain this next.

II. Surface Connections and Incomes

The distinction between economic laws as they relate to esoteric
and exoteric connections has been a source jof confusion ever
since the times of Adam Smith. Marx studi?f the problem in

depth in Theories of Surplus-Value, distinguishing two theories
of (added) value in Smith, and even in Ricardo; the labour theory
of value; and the theory of the trinity formula — the sum of
wages, profits (or interest) and rent, costs of labour L, capital K
and land T.

In Capital Vol. Three Marx mocks this ‘trini formula’, which
creates value by adding elements as unrelated as ‘lawyers’ fees,

~ beetroots and music’ (p. 953). But in fact the formula:

VA =wl +iK+RT |

1

was the best that exoteric economies could come up with at the

time. As each form of revenue follows different, initially auto- |

nomous laws, the only general rule that coulld be pronounced
was that prices were fixed as the sum of revenues. Subsequently
economists sought to describe the laws goteming the auto-
nomous formation of revenues. But the ‘neo-classical synthesis’
which identified the ‘income of factors’ with their ‘marginal
productivity’ collapsed in the wake of the CJEhambridge contro-
versies.'” As we shall see, however, it is quite interesting to try to
construct a theory of nominal prices based on the sum of their
component parts.

Esoteric economics, which says exactly the opposite — that
incomes are parts of the value produced by wiorkers — operates
at such an aggregated level that no individual jagent can take it as
an image of visible activity. Thus the autonomy of the different
sources of income, seen from the surface, creates the illusion that
prices are the sum of incomes and that therze is, therefore, no
conflict between classes:

t
g

‘fi

|
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For [in the formula:] land-rent, capital-interest, labour~wages, for
example, the different forms of surplus-value and configurations
of capitalist production do not confront one another as alienated
forms, but as heterogeneous and independent forms, merely dif-
ferent from one another but not antagonistic. The different
revenues are derived from quite different sources, one from land,
the second from capital, and the third from labour. Thus they do
not stand in any hostile connection to one another because they
have no inner connection whatsoever. If they nevertheless work
together in production, then it is a harmonious action, an expres-
sion of harmony, as, for example, the peasant, the ox, the plough
and the land in agriculture, in the real labour process, work
together harmoniously despite their dissimilarities.'®

Moreover, these costs are more than just data for calculations, as
they represent payments which must be made in reality; they are
not simply aspects of circulation, they are in fact, for the capi-
talist, the conditions of production. ‘It is completely immaterial
for the individual capitalist whether commodities are sold at
their values or not, and so therefore is the whole determination
of value . . . Wages, interest and rent, on the other hand, appear
to him as governing limits not only to the price at which he can
realize the portion of profit that accrues to him as functioning
capitalist, the profit of enterprise, but also to the price at which
he has to sell the commodity if continuing reproduction is to be
possible.’**

The formation of prices as ‘the sum of constituent elements’ is
therefore not only a rule of business accounting, it is also a
coercive force in the capitalist’s ‘everyday life’, and makes itself
felt more and more strongly as the fraction of added value which
has been prevalidated, or advanced before the actual sale of the
commodities in the form of wages, rent, taxes etc, grows larger.

Transformation theory, it is true, does state that ex post facto,
when the whole production has been realized, the sum of wages,
profits, etc., is equal to the added value. But this is a different
matter: a4 priori, every capitalist’s supply price, which must at
least cover costs, already includes almost all the ‘added value’: all
he has to do is add his profit, which is itself subject to norms,
even if they are less coercive than the need to pay the other
elements.

-

|
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III. Price Rigidity and the Antevalidation of Products
l

We now come to a crucial point: the more prodv#ction tends to be
prevalidated by the institutional forms current at a particular
degree of capitalist development, and the greater the coherence
and autonomy of the external connections (vis-L‘a-vis the internal
connections), the more rigid they become:

The breakdown of surplus-value, that is, of part of the value of
commodities, into these special headings and categories [interest,
profit, rent] is very understandable and does|not conflict in the
least with the law of value. But the whole matter is mystified
because these different parts of surplus-value acquire an inde-
pendent form, because they acrue to different people, because the
titles to them are based on different elements, and finally because of
the autonomy. with which certain of these parts of surplus-value
confront the production process as its conditiohs. From parts into
Which value can be divided, they become indeépendent elements
which constitute value, they become componenﬂparts. This is what
they are as far as market prices are concerned. They really become
the constituent elements of the market price. How their apparent
independence as conditions of the process i regulated by the
inherent law and that they are only apparently independent, does
not become evident at any moment in the course of the production
process, nor does it operate as a determining iconscious motive.
Exactly the opposite. The highest consistency which can be
assumed by this semblance of results taking [the form of inde-
pendent conditions becomes firmly established when parts of
surplus-value — in the form of prices of the conditions of produc-
tion — are included in the price.?®

This remark is obviously valid for the large amo I nt of wages that
are paid to non-productive employees, and even for business
mark-ups, inasmuch as capitalists claim the app, opriation of the
average profit and have the means to impose this ‘condition’.?!
We shall come back to the question of whether this ‘ossification’
of a business’s profit into a controlled margin is imposed with
the rigidity of a tax. The extraordinary thing about this passageis
its assertion that in one sense the exoteric laws, the ones on
which ‘vulgar’ economics is based, in fact constitute prices. This
seems in clear contradiction with the primacy |that Marx attri-
butes to internal relations.

But this ‘dual explanation’ is typical of Marx’s whole approach.
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The esoteric has to account for both the exoteric and the way the
exoteric accounts for itself. Concrete reality, which is a fabric of
social relations objectively linking all aspects to one another,
takes the form of a series of reified ‘factors’ to which the various
aspects of phenomena are subjectively referred. Wages and
profit go separately to ‘labour’ and ‘capital’ — and not one to the
other, as the expression of the wage relation, etc. But this
‘pseudo-concrete’ codified into a ‘theory of factors’ (to use
Kosik’s terms) does seem to render an account of itself; it is
designed to do so, and all it has to add are the various ‘factors’ it
encounters. Yet the ‘factors’ themselves are only moments of real
contradictions, subject to internal relations hidden from the
pseudo-concrete. This raises the problem of ‘coupling’, which
we shall examine in the next chapter.

But first we need tolook at the other side of the rigidification of
prices. From Malthus to Rosa Luxemburg the ‘critique of
political economy’ has been preoccupied with the very simple,
very pertinent question of which incomes buy the part of the net
product in which surplus-value is crystallized.?* Capitalists
exchange constant capital, and wage-earners retrieve the value
of labour power, but what happens to surplus-value? If one must
wait to see the revenues (profits) of which it is the counterpart,
then there can be no way out of the problem. For surplus-value
only creates them when the fraction of the product in which it
appears is realized.

The core of the answer, of course, is that the ‘statistical cer-
tainty’ that surplus-value will be realized encourages the banks
to lend capitalists amounts equivalent to the surplus-value they

- will realize — which ipso facto creates the purchasing power that

actually realizes it and enables the capitalists to repay the cir-
culating money thus issued by the banks. More precisely, by
lending to investors, the banks enable them to realize the pro-
duction of their suppliers. A fundamental relation can be

- demonstrated between the rate of growth and the amount of

bankloans.?

Beneath this ‘statistical certainty’, however, there is a concrete
reality. Prior to the banks’ action, and without reference to it,
other mechanisms contribute to the realization of surplus-value.
Either realization occurs largely ‘outside’ capitalism (which is

\
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[
Rosa Luxemburg’s solution) or else part of surplus-value is '

already prevalidated, already has its counterpart in the form of
purchasing power (which is the virtue Malthus sees in rent).
Today, in addition to rent, or in place of it, comes the great mass
of wages of non-productive workers, Keynes’s government ex-|
penditure, and so on.

Increases in productivity pose, dynamicalll, exactly the same
problem. If gains in productivity are introduced in such a way as
to reduce the quantity of predistributed inco| es, the growth of
production that they involve cannot be realized in money.?* This |
is the reason for the persistence of the ‘deflationary gap’® in
intensive accumulation: growth of productivity has to be insti-
tutionally accompanied by gains in purchas'fing power for the
growing volume of production actually to be realized. We know
that after the war it was principally the rise in wages that played
that role, up until the crisis of the seventies** And this rise in
wages which came to be expected, almost obligatory, played its '
part in the increasingly discordant harmony of the exoteric

economy. Cp b o

We therefore have a twofold outcome. The greater the share of |
added value distributed in the form of prevalidated incomes, the |
more coherent and independent becomes the world of prices and §

incomes, the world of exoteric connections
course, intertemporal relations, setting tomor?
basis of today’s). Moreover, the greater the pz
ing the profit produced, the more steady accur

Having said that, we have virtually unders
war economy expanded at such a fast and ¢
vironment of latent inflation, and why the cu
in an inflationary form. Once the mass of inc

which are also, of §
row’s prices on the ¢{

obability of realiz-
nulation becomes.

tood why the post- |
ven rate in an en- |
rrent crisis appears |
mes, prevalidated |

by means of a whole fabric of laws, customs, rights and other

institutional forms, gives sufficient solidity t
surface connections, the exoteric economy

the intertemporal

L:an start its infla-

tionary flight. |
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Notes

1. Capital Vol. 3, Harmondsworth 1981, pp. 968-9.

2. This term should not be understood in the ‘functionalist’ sense. We are not
saying that the fetishism is there in order to help social relations run smoothly (or
that, as vulgar Marxism says, ideology exists to cover up exploitation). We first
derived the exoteric from the esoteric via a structural causality: it is the effect on
the consciousness of agents of the social relations which they sustain. Up to this
point our perspective has been an ‘Althusserian’ one. Now, however, we shall
show that social relations could not reproduce themselves without this fetishism
(except in very different ways, with different fetishisms).

3. See the foreword to Crise et Inflation for a discussion of the dialectic of unity
and struggle in Marx.

4. Capital (French edition), I, part 3, p. 32.

5. Here Marx is using the two approaches that had been developed by the
physicists of his time. The immanent laws correspond to the Lagrangian view, in
which a system, such as the solar system, is seen as developing towards the
maximisation or minimisation of a particular function. The coercive laws cor-
respond to the Newtonian scheme which sees the movement of the celestial
bodies as controlled by a force which makes them move in elliptical orbits.

6. Ibid., p. 476. Emphasis added.

7. We would agree with Ranciére (1965) when he says: ‘The forms presented by
fetishism are not forms distorted by speculation. They are the actual forms in
which the capitalist production process exists for the agents of production.’
Classical Althusserianism (as in Lire le Capital) remains within this reductionist
perspective, although in Balibar you do find the idea of a presupposition of legal
norms in economic relations.

8. I shall use this exoteric term to refer to what Marx calls paid-up capital: it is
the flow of turnover, less the circulating capital necessary to keep up the same
rate of production. It is therefore the sum of profits and depreciation of
machinery, ie. what is really available to be reinvested in a new process, in
another branch (the rest being ‘tied” to the utilisation of existing assets).

9. Marx does in fact mention the latter use of the category in his analysis in
Volume One: ‘While it is not our intention here to consider the way in which the
immanent laws of capitalist production manifest themselves in the external
movement of the individual capitals, assert themselves as the coercive laws of
competition, and therefore enter into the consciousness of the individual
capitalist as the motives which drive him forward . . . (Capital, 1, p. 433. Our
emphases.)

10. Capital Vol. 3, pp. 311-12. A

11. On this, see Crise et Inflation, the conclusion to section 3 (pp. 360££.).

12. Capital Vol. 3, p. 311. Emphasis added.

13. There are two ways of setting prices by adding marginal rates, either by
calculating it over a fraction of directly attributable costs, or on the general
production costs of a commodity. Marx’s letters to Engels contain extremely
detailed questions about the management and accounting practices used in his
father’s business. Engels embarrassedly replies that the methods used by his
father and his colleagues are much more empirical than Marx imagines.

14. See the conclusion to Benassy’s article (1976). In general, the ‘post-
Keynesians’ often achieve little more than a partial recuperation of Marx’s

\
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analyses, sometimes sophisticating them, sometimes impoverishing them, in

the process. Keynes himself owed a considerable debt to Ma*'x

to him via the great Polish economist Kalecki. '

on commodities, to deny contradiction, to reduce the a

, whose ideas came

ivity of agents to a

shadowy reflection of that of structures, and not to be able to understand crises.

15. ['have long criticized the tendency of Althusserians n(;Fo ‘read’ the chapter

(See the foreword to Crise et Inflation.) !

16. C. Benetti and J. Cartelier, Economie classique, econom
1975; Marchands, salariat et capitalistes, Paris 1981.

17. See G.C. Harcourt, ‘Some Cambridge Controversic
Capital’, Journal of Economic Literature, June 1969.

18. Theories of Surplus Value, Vol. 3, p. 503.

19. Capital Vol. 3, p. 1013.

20. Theories of Surplus Value, Vol. 3, p. 511.

21. In the draft chapter at the end of Volume Three of Ca
uses some of his work in Volume Four on vulgar economics (
by Competition’, pp. 1010-1012) he puts this even more
profit plays a role in the price of production similar to that o
the commodity’s cost price . . . This average profit has a pra
mind and accounting of the capitalist himself, as a regulatir
insofar as it determines the transfer of capital from one spher
another, but also for all sales and contracts involved in a r¢
extending over a prolonged period. But insofar as it has this
is a magnitude fixed in advance, which really is fact depend
surplus-value produced . . . Instead of being the result of a

e vulgaire, Grenoble

25 in the Theory of

pital, in which Marx
(The Illusion Created
forcefully. ‘Average
f played by wages in
ictical bearing in the
\g element, not only
e of investment into
eproduction process
practical bearing, it
lent of the value and
division in value, it

rather presents the appearance of a magnitude independent of the value of the

commodity product, given in advance in the commodity’s
and itself determining the average price of the commodi
appearance, in other words, of a formative element of value.|

production process
ties; it presents the

And Marx concludes: ‘The secret reason why these produgts of the dissolution

of commodity value constantly appear as the premises of val
simply that the capitalist mode of production, like every oth

e formation itself is
er, constantly repro-

duces not only the material product but also the socio-economic relations, the

formal economic determinants of its formation. Its result thu.

s constantly appears

as its premise, and its premise as its results. And it is this constant reproduction
of the same relations which the individual capitalist anticipates as self-evident,

as an indubitable fact.’

22. This is the basis of Rosa Luxemburg’s argument in
Capital, and it is also the one Emmanuel uses in Le profit et |
despite his sarcasm about her.

The Accumulation of
s crises (Paris 1974),

23. In ‘Realization and Accumulation in a Marxian Model of the Circuit of

Capital’ (Journal of Economic Theory No. 2, 1982), Foley sets this relation within a
reproduction schema which clarifies delays in the production, realization and
re-engagement of capital (whether realized or on loan). Mote broadly, genuine
Keynesians were well aware that the creation of money by| the banks was the
condition of growth in production, and that one has to talk about ‘credit multi-
pliers’ (see for example the noteworthy work by Denizet, Monnaie et financement
dans les années 1980, Paris 1982). Because Rosa Luxemburg restricted herself to the
absurd hypothesis of a pure gold-money, she constantly confused the real
problem of the prevalidation of surplus with the purely technical problem of the
‘money that has to buy back surplus-value’.

24. Which is the reason why Okishio’s theorem is not relevant. He assumes
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that real wages must remain fixed and from that deduces that it is impossible to
introduce technical changes which would lead to a fall in the rate of profit. See
Lipietz, ‘Conflits de répartition et changement technique dans la théorie
marxiste’, Economie Appliquée No. 2, December 1980.

25. The expression belongs to Pierre Massé, general director of the French Plan
in the 1960s. Quoted from M. Fourquet, Les comptes de la puissance, Paris 1980, p.
282.

26. This is the main contribution of the works on ‘monopoly regulation’, but
the idea itself is very widespread; and it was by using it that ‘auto-centred’ and

" ‘extroverted’ economic spaces were first defined. It is essential to the ’monop_oly
+ regulation of intensive accumulation’ that the rise in distributed purchasing

power anticipates gains in productivity, and therefore that it functions by raising
wages at constant prices (or prices that are increasing less strongly). In the
competitive regulation characteristic of the nineteenth century on the other hand

© the (much slighter) gains in productivity were diffused by a ‘price war’, which
" brought with it a permanent risk of a crisis of overproduction. (See Crise et
. Inflation: Pourquoi?). This is why J.G. Thomas, having understood perfectly that

the ‘profit system’ requires a parallelism between gains in productivity and
purchasing power, is mistaken when he believes that that could happen ‘with
fixed wages and falling prices’. (Politigue monétaire et autodestruction du capital,
Paris 1981.)

/Chapter 5

Esoteric versus Exoteric: the
Contfadictions

So far we have described an open loop. We have moved from the
esoteric to the exoteric and studied various of its characteristic

_properties, notably its appearance of autonomy. Now we must

try to close the loop, to make the exoteric coxfnpatible with its
foundation. The transformations we have studied are repre-
sented in figure 1: added value is divided by the social relations,
and the results of such division appear to be zelated to various
‘factors of production’ through surface connections: and the sum
of the divided parts appears to constitute the supply price that
has to be realized. ‘
The different mediations discussed in earlier chapters give
rise, in the exoteric realm, to a system of prices governed by
different surface connections, each with its autonomy. After
that, there can be no guarantee that the system of prices that
measures the growth of values-in-process, the different
revenues and the norms of commodity exchange, will be con-
sistent with the immediate production of value and the pre-
vailing norms of allocation and reallocation bf social labour.

Furthermore the price system may not develop in accordance] ,

therefore be a coupling process by means of which the two'
systems can remain mutually compatible.

In the very particular case of ‘transformatiqn’ that we have
been studying — even if it is extended to cover rent, but always
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with the same tendencies as the system of values, and there must|

|
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The composiﬁon of the exoteric economy

from labour
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. has to be resolved.
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compatibility is expressed in Marx’s famous eq

- with constant production norms and rate of explpitation — this

uations (if the

sum of prices is equal to the sum of values then the sum of profits

and rents equals surplus-value), whatever nuance
duced by the definition of the value of labo

s may be intro-
power. They

express the fact that what is distributed throug  wages, profits

and rents is nothing but added value, as it is b;
exploitation and the conflict between capital an
The seeming autonomy of the system of productlo

oken down by
\d landowners.
n prices is only

a particular case of the self-consistency of the exoteric, and the

this system with the system of values.

. verification of Marx’s equations expresses the compatibility of

But in fact the system of norms of production and distribution
is constantly being upset, and the adjustment of the exoteric

structure of prices and revenues to changes in

the division of

labour means that the question of the esoteric-exbteric coupling

This coupling, considered as a socio-economic process, was

left out of account in exoteric economics and it
formulations. But Marxists have taken equally i

s neo-classical
ttle heed of it,

and failed to give surface relations the importance they deserve.
This is all the more unfortunate as it is only at this level that a

theory of crises can be developed. The internal cg

nnections and

immanent laws express only the unity of the cap1tahst—§—tru\c-7
ture — that is, its reproducnon “But there is a tehsion ‘between|

what capitalism requires its agents to do for its

reproduction, |

and the manner in which people are induced to act as a support
of the social relations. And it is here that crises arise.

To put it more precisely, to the extent that the behaviour of
agents belongs to the ‘enchanted world’ of fetishism while the
compatibility of their acts with the reproduction of capitalist
relations is governed by the internal laws of the miode of produc-
tion, the contradictory relation between esoteric and exoteric is

where the determinants of crisis will appear. '

A contradiction, however, implies both ‘unity
between two moments. When unity is dominant
goes ahead without any major problem. Whe
between esoteric and exoteric begin to mount up
which in the end has either to be re-establish un

and ‘struggle’
reproduction
n divergences
it is the crisis
ity? or to drive j
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forward a transformation in the system of relations.

I. From Identity to Divergence

Having discussed the components of the exoteric in the chapter

of Theories of Surplus-Value on ‘Revenue and Its Sources: Vulgar
Political Economy’, Marx continues:

Assuming that the production process repeats itself continuously
under the same conditions, in other words, that reproduction
takes place under the same conditions as production, which pre-
supposes that productivity of labour remains unchanged, or at
least that variations in productivity do not alter the relationships
of the different factors of production; . . . In that case, although it
would not be theoretically accurate to say that the different parts of
value determine the value or price of the whole [output], it would be
useful and correct to say that they constitute it insofar as one under-
stands by constituting the formation of the whole by adding up the
parts. The value would be divided at a steady and constant rate
into [pre-existing] value and added value) and the [newly created]
value would be resolved at a constant rate into wages and profit,
the profit again being broken down at a constant rate into interest,
industrial profit and rent. It can therefore be said that P — the
price of the commodity — is divided into wages, profit (interest)
and rent, and, on the other hand, wages, profit (interest) and rent
are the constituents of the value or rather of the price . . . (What
value is for the genuine economist, the market price is for the
practical capitalist, that is, in each case the primary factor of the
whole movement.)

Let us look at what this passage is saying, which is as charac-
teristic of Marx’s dual political economy as of his epistemology.
If all the production norms remain unchanged, including the
norms of exploitation (productivity, length and intensity of the
working day, and value of labour power), then the two systems,
esoteric (the value system) and exoteric (the system of prices and
{ revenues), are equally consistent and can be derived from each
other. They possess the same legitimacy.* Both deal with the
| same data, ‘everyday life’. All Marx says is that the first is
‘theoretically exact’ while the second is ‘practical and right'.
Their property of ‘relative consistency’ (in the logical sense)
remains valid even when the value system is transformed, as

VA, =L_(=1)
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long as that happens without ‘torsion’. In|other words, the
exoteric is to the esoteric like a mesh laid over a table, a map
applicable to the surface it describes, as in thé case of a plane or
even of a cylinder.’ |

Take for example, a capitalist economy with no shareholders
such that the total amount of surplus-valuelis paid to a pure
capital and the rate of interest merges with thé rate of profit. Let
S(t) be the esoteric structure of this economy at time t, i.e. the
norms of production, rate of exploitation, structure of accumu-
lation, etc. We know that for a structure of that sort defined at a
given moment ¢ there is a corresponding rate of profit of r* (£) and
awage-rate s, a system of prices, a rate of growth g etc.® And let
us make the unit of value, incorporated labdur, labour power
and price, the quantities corresponding to th‘rz initial period of
duration At = 1. }

Esoterically we shall then have (taking L ag the social labour
expended during the unit of time):

Exoterically the ‘trinity formula’ (binary in this case, as there is
no rent) gives us:

VA,=s L +rK =1

We are still overlining the quantities which appear in the
‘enchanted world’, with T representing the lamount of man-
power, giving, when the tensor of exploitation is taken into
account, abstract labour L, and K representing the amount of
capital advanced. ‘

If for the-period 0, s, and r, are those deducted from S_ via the
solution to the transformation problem (indicated by *), we then
have the perfectly equivalent:

VAO = L0 = V0 + S, (esoteric)
= VA0 =s* L, + K, (gxoteric)
But what happens for later periods? Esoterically, the value added

during period t depends exclusively on the quantity of labour
incorporated in period t (as value is defined synchronically):

VA () =L (1)
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Exoterically, however, the ‘added value expressed in price’ is
derived from external connections which separately determine
wages and profit which appear to evolve independently from
period to period, diachronically:

VAW =s(t)T () +r()K (@)

In the example studied here the rates of profit and wage-rates
are all fixed, both at the esoteric and the exoteric level — that is,
r* (S()) and s* (S(t)) are constant.

Thus internal measures (in value) and external measures (in
prices) of the value added by labour increase in parallel with rate
&. Mathematically:

VA () =(1+g)L,
VA()=s*(1+g) L, +r* (1+g)K,=(1+g)[sL, + r'K,)
thus VA (t) always = VA (#)

- Put differently, the labour equivalent of money LEM = L/VA,
which is assumed from the start to be equal to 1 by the choice of
units, remains constant. But note that this follows not from a
direct definition of ‘the value represented by 1 franc’ (through,
for example, the value and price of production of gold on one
hand, the gold-price of the currency on the other), but from the
global relationship between the esoteric and the exoteric.

Here we have a perfect correspondence between the surface
connections and the system of values, which is the consequence
of the commutativity of the diagram on the opposite page.

Note that the horizontal time arrows, which express the ‘flow
of time’ by the variation of ‘calendar time’ t, in fact refer to two
very different temporalities. In Crise et Inflation, the ‘esoteric’
time of the revolutionizing of the economic structure is called 6,
and the ‘exoteric’ time of the circulation of values-in-process is
called t. For present purposes, however, this is not a distinction
of any importance, because the commutativity of the diagram
does nothing more than express the "uniformity of reproduc-
tion’. But Marx continues:

This uniformity or similarity of reproduction — the repetition of
production under the same conditions — does not exist. Produc-
tivity itself changes, and changes the conditions [of production].
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S

o] —> S (t)

esoteric

. N\

* *
\ exoteric \

s*,, r*, s(t), r(t)

The conditions, on their part, change productivity. But the diver-
gences are reflected partly in superficial oscillations which even
themselves out in a short time, partly in a gradual accumulation of
divergences which either lead to a crisis, [to p] violent, seeming
restoration of the old relationships, or very gradually assert them-
selves and are recognized as a change in the conditions.’

As soon as we turn to the actual workings of capitalism, there-
fore, with its permanent transformations in the conditions of
production and consequently in the system of values, the possi-
bility of ‘divergences mounting up’ between value and price
begins to develop, as if the values-in-process governed by
exoteric relations, like the characters in a carchon film, had con-
tinued their headlong course while the ground gave way
beneath them. Sooner or later some adapting has to be done.
But what prevents the continued adaptation of the system of

values and prices, and therefore also consoli‘c—irj‘t'es the mounting

divergences, is the fact that the prices are arrived at by adding
and distributing prevalidated revenues, that is} revenues corres-
ponding to values which are no longer socially validated. The
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larger the proportion of prevalidated revenues becomes, the
greater the rigidity of the intertemporal exoteric connections,
and the more difficult adaptation becomes.

Interest and rent, which anticipate surplus-value, presuppose that
the general character of reproduction will remain the same. And
this is the case as long as the capitalist mode of production con-
tinues. Secondly, it is presupposed moreover that the specific
relations of this mode of production remain the same during a
certain period, and this is in fact also more or less the case. Thus
the result of production crystallizes into a permanent and therefore
prerequisite condition of production, that is, it becomes a permanent
attribute of the material conditions of production. It is crises that put
an end to this apparent independence of the various elements of
which the production process continually consists and which it
continually reproduces.*

Now let us go back to our simple model. Let us assume that the
‘preconditions of production’ have grown ‘rigid” in such a way
. that the rate of profit (or interest) and the wage rate are still
presupposed as ‘permanent attributes” — that is, as constants.

s(t)=so,1(t) =15
But this time the conditions of production and the actual rate of
exploitation have changed between f, and f, so that after a

succession of periods of expanded reproduction, the diver-
gences have mounted up:

r* [S (B)] # rp*
ST [S (] # s
In general, therefore, the monetary revenue (equal to the price

of the net product) for the period is no longer equal to the value
added over the period:

VA (t) # VA (t)

although value VA(t) still measures the social labour L(t)
expended over the period. The ‘incomes of factors’ have become
incompatible with the actual conditions of production. More
generally, this happens when the ‘accumulation of divergences’
breaks the commutativity of the diagram:

“of wages and profit, determined by external connections, while
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So ~ S(t)
$%o, 1% s*(1), r*(t)
L. s(t), r(t)

What happens then? The attempts of wage-earners and entre-
preneurs to secure recognition of the social value of a given mass

the value added by labour is separately dete rined, are met by
the following inequality: . mT

L®)#sHL+r®K®)

Formally, the equality can be re-establishedl
ways: _

either the production is not completely v "dated, in which
case the two sides of the equation are equalized from below; orr
(t) and s(t) are modified; or again the inequalit"‘ly is retained, and
the value of the amount of money represented by the right-hand
side of the equation is modified. In this case, the labour-
equivalent of money:

LEM () =L@#)/s (T +r (K1)

has to change.’
In other (not very correct) words, the level of prices ‘takes off’
in relation to the level of values. Note that we are dealing here
with the general level of prices and not with vargiations in relative
prices (which are the subject of Marx’s theory pf market prices). .
In particular if, as is very often the case, the labour equivalent of [?

in very different




76

money decreases, this cannot be attributed to an autonomous
variation in the ‘value of the franc’; it has to be understood as the
global result of a divergence between nominal incomes and value-
product.

At any event, it is crises which ultimately decide the social
validity of prevalidated incomes and of the private engagement
of labour on which they are based. And as we shall see, there is
more than one way in which crises realize this, or — what comes
to the same thing — more than one way for the systems of prices
. and values to readapt. It depends on the concrete processes
through which the constraint of social validation manifests
 itself. In fact, although the fundamental relations of capitalism
! have not changed since the beginning, its mode of functioning
. or ‘regulation’ has altered considerably with the concentration
1 and centralization of capital, the contractualization of the wage
},’ relation, the change in the role of the State, in the nature of
' money, and so on.

——————

ST

II. Monetary Constraint in the Case of Gold-Money

Historically speaking, Marx posed the question in these terms:
what is it that prevents capitalists from imposing any arbitrary
rate of rent or profit, given a certain level of real wages. He
imagined two answers, two types of constraint.'® One of these is
still valid, the other is not.
Y Marx’s second answer rests on a sort of ‘monetary constraint in
j the strict sense’. Now, monetary constraint means that products
‘) need to be socially validated in the exchange C — M. Labour
engaged privately in the production of C thereby sees itself paid
with a right, materialized in M, over an equivalent amount of
social labour. This social validation can take place, at the esoteric
' level, only if the private expenditure of labour is part of a
- coherent schema of reproduction. On the other hand, in ‘the
upside-down world of competition’, this condition appears
satisfied if the commodities are actually sold, at the desired price
as it is derived from the surface connections.
For Marx, however, living in a period of gold-money, these
prices are expressed in gold, or at least in currency convertible

e

|

|
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into gold. In a situation where there is equilibrium between the
different productions (that is, where all prod%ction is socially
validated) the laws of transformation (possibly distorted by
other social relations, in particular rent, which lways affects the
production of gold!) determine the relative ptices of different
commodities, including gold, as a function of the productive
structure. And as the nominal price of gold is|obviously fixed
(money being defined by its equivalence to an Amount of gold),
the surface connections must be adjusted to ensure that nominal
prices are equal to the corresponding gold prices (or to the
equivalent in the different national currencies). Once real wages
(or the rate of exploitation) are given, nominal wages and the rate |
of profit are also given. Since the laws of price fqrmation express
the rules for distributing different incomes, the étability of prices
around a fixed point (prices in gold) simply expresses the '
internal coherence of production, distribution and consumption '
in society. Via the conditions of production of g’;old-money, the .
exoteric is constantly adjusted to the esoteric. Eyen if the prices |
seem fixed by ‘the sum of their components’, the sum, expressed !
in gold, is limited by the ‘transformed’ value it is exchange- l
value against money.'! Here we may speak in terms of constraint *
‘by the particular value of money’.
If we suppose that all productivity and therefore all values are |
constant, then a rise in the general level of prices expressed in

gold can be explained simply by an inadequate
modities: all production is validated (a boom). S
conditions there is a weak demand for means

that is, for gold — the price of gold in relatioh to other com-
modities will fall, and concomitantly the pricels of other com-

modities expressed in gold will rise. Conversely

commodities exceeds the amount of revenues already validated
as unconditional rights over social production (tights expressed

in the form of gold-money), then the prices
expressed in gold will fall (a crash).'?

supply of com-
nce under these
of validation —

if the supply of

of commodities

Thus, in a gold-money regime, the adjustment of divergences
VA(t) # VA(t) is temporarily deferred by a boom, and then
eliminated by a crash in which L(t), r(t) and s(t) collapse simul-

taneously, at the same time as the gold price
slumps.

f commodities

2
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In the assumed conditions of gold-money Marx’s argument is
perfectly valid. It accounts for essential aspects of the dynamic
underlying the oscillations in price level, characteristic of the
business cycles of capitalism until the beginning of this century.
Of course, we have greatly simplified the analysis. In reality

- there have never been producers of gold feeding ‘the demand for

money’, increasing and decreasing their investment in the

mines in accordance with the demand for means of circulation

and payment. In fact the creation of money has always been the
_preserve of the State and the banking system. But at least in
| principle, and ultimately in reality, the worth of the money
1issued was always linked to the price of gold. Bank-notes were
] acceptable because they would be converted into official money,
land that in turn was assumed to be convertible into gold. As
;‘ soon as there was a commercial crisis, the money issued by the
: banks in anticipation of the realization of values-in-process no
. longer came back in the form of repayment. These monetary
. symbols, lent to debtors and put into circulation by them, came
! back to the banks with the demand that they should be
- exchanged for the ‘real money’ (gold) they were meant to
represent. The only social sanction became ‘having money’ (or
gold) rather than credit. Unable to pay, the banks followed the
debtors in their fall.

But nowadays, even in international relations, there no longer
seems to be any final exchange of the monetary symbol for the
money commodity, gold.'? Capitalism has passed into the era of
credit money in which ‘real money’ is no longer a ‘true’ com-
modity. And yet the ‘coupling’ constraint remains effective. We
are now in a tight corner, and we need to look at the funda-
mentals of money and the value it represents.

Notes

1. Studying the tendencies of capitalism which result from its internal structure
(the tendency of the rate of profit to fall, for the organic composition of cap{ta'll to
rise, etc) cannot directly give us an understanding of the transition to the visible
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stage of the crisis, ie a break in the normal progress of expanded reproduction.
Yet as we shall see these tendencies remain the original cause of crises, in the
sense thatit is precisely they that develop the divergences e shall be studying.

2. ‘It is just the crisis in which they assert their unity, the unity of the different
aspects. The independence which these two linked and cd mplementary phases
assume in relation to each other is forcibly destroyed. Thys the crisis manifests
the unity of the two phases that have become independent of each other. There
would be no crisis without this inner unity of factors that|are apparently indif-
ferent to each other.’ (TSV, I, p. 500)

3. Ibid., Vol. 3, pp. 517-18. Emphasis added.

4. This still comes as a surprise to Samuelson (op. cit.), a dentury later, when he
realizes that the system of prices is totally consistent anc‘l independent of the
system of values.

5. The image of a mesh over a surface is borrowed from A. Einstein (La
relativité, Paris 1956). An example of a map which is not applicable to its surface is
that of a sphere, where torsions and distortions are unavoidable. These problems
are the subject matter of differential geometry. Once again any correct formalis-
ation of the relations between the exoteric and the exoteric would have to use this
theory, and its extension, catastrophe theory.

6. See A. Lipietz, ‘Nouvelle solution au probléme de la transformation: le cas
du capital fixe et de la rente’, Recherches Economigues |le Louvain, Vol. 45,
December 1979.

7. Theories of Surplus Value, Vol. 3, p. 518. Emphasis addéd.

8. Ibid., p. 518.

9. Note that here the measurement of the social value gf money starts to be
disputed. We shall see that at the extreme (under state capitalism) the very quality
of money, as unconditional right over output, is called into question — indeed,
as one Polish minister put it, the ration coupon devalues thg zloty.

10. These answers are set out in the section on ‘Illusions created by com-
petition’, in Capital, I11.

11. This is a well-known result of the theory of prices of production, in which
the equations simultaneously (though in a hidden way) express the relations of
value and the complete realization of the commodities. If we select the produc-
tion of one of the branches to use as currency, all the prices, rates and incomes
will be determined in absolute terms.

12. *Exchange relation, however, may express both the magnitude of value of
the commodity and the greater or lesser quantity of money for which it can be
sold under the given circumstances. The possibility, therefore, of a quantitative
incongruity between price and magnitude of value, ie th possibility that the
price may diverge from the magnitude of value, is inherént in the price form
itself. This is not a defect, but, on the contrary, it makes thlis form the adequate
one for a mode of production whose laws can only assert themselves as blindly
operating averages between constant irregularities.’ (Capitql, 1, p. 196).

13. We were therefore surprised to find Ernest Mandel (Lu|crise 1974-1982, Paris
1982) persisting in an attempt to prove that prices are falling in the current
stagflation ‘because’ this happens in a crisis of overproductipn! In order to do this
he brings together various gold-money statistics and shows that between 1974
and 1980, because prices in dollars rose less quickly than th%‘dollar gold price, the

gold prices were actually falling. But during that period prdduction was growing
in all countries. Whereas the dollar price of gold was more than halved between
1980 and 1982, when output fell spectacularly. i

In this incredible demonstration Mandel also tries to prove that the value of
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gold rose with differential rents, going so far as to unearth the absurd empirical
law meant to link an ounce of gold to a barrel of 0il, which he sees as based on ‘the
similar conditions of production of the two minerals’! In this way, Mandel lea.ves
out of account not only the absolute rent accruing to the USSR and Sogth Africa,
but above all the erratic market-price of gold which varies according to the
demand for gold as a refuge-value.

'viously confronted them as a commodity."

Chapter 6
Credit Money and Real Constraint

Many Marxists feel distrustful of credit money and are hesitant to
consider it as ‘real money’, even in a regime where it is ‘legal
tender’. And there is a strong argument for their position, ex-
pressed in lapidary form by Marx in Chapter 1jof Capital: ‘Gold
confronts the other commodities as money only because it pre-

This is often taken to mean that if ‘real money’ is to fulfil its
function as a universal equivalent, it must at the very least
appear in a particular commodity, a crystallizlation of abstract
labour. If not, how could it express value?

But this condition of Marx’s is not as constraining as it
appears, and there is in fact a place in his theory of the value-
form for a theory of pure credit money.

We may begin by setting down the minimum conditions
required, in Marx’s theory, for any institution to play the role of
money. Since the money form rests on the fetishism of value, we
shall examine both historically and theoretically how the deve-

lopment of this fetishism lies at the root of thé
commodity-money to credit-money. We shal
position to understand why, within a credit-mg
the crisis can take the form of inflation.

transition from
Il then be in a
ney framework,

I. The Development of Fetishism and the Develop-

ment of Money

In Chapter Two we briefly restated the analysis of the nature of

1
i
i

81
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money contained in Crise et inflation: pourquoi? Let us now go
further.

1. Value Form and Commodity-Money

Money as universal equivalent is a double symbol, siving
substance to the two aspects of exchange. In the simplest kind of
- exchange:
xM = yN
yN (i.e. a quantity y of commodity N) has a dual role.

a) By the fact that it is exchanged for M it represents the social

{ validation of the labour which has produced xM. As equivalent. it
| therefore represents to the owner-producer of xM thg sogal
utility, the ‘value quality’ of commodity xM of which hg istrying
to rid himself after having produced it (or having acquired it for
resale).
b) Insofar as it is obtained for xM, yN is the new property — the
+ product of another department of the social division of labour —
| obtained in return for participation in social labour through the
; production of xM: it is thus the ‘purchasing power’ which re-
munerates its producer. .

The vesting of commodity N with the dignity of universal
equivalent, money, signifies that N itself no longer needs.to
appear in the ‘relative’ form, constrained to seek another equiv-
alent that will acknowledge its social character. On the other
hand, yN still possesses a ‘purchasing power’ that is expressed

i
\
|
!

in an endless series of commodities of the same value — for :

‘transformed’ this value may be. . )
We should note that the simplest experience of exchange
potentially endows any commodity with the character of equiv-

alent, the capacity to validate the private production of another -~ §

commodity and to embody its value. But it is the ‘decision” of
society (in fact, custom or the State) which designates one par-
ticular commodity to be ‘representative’ of value. At least th:at. is
what happened in the relations between natural communities
(that is to say, communities operating commodity exchange
between each other but not within themselves), and when com-
modity relations emerged within ancient society; and this is still

|
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the custom within the dominant groups who determine what
shall be used as money either in countries that have been
ravaged, such as Cambodia, or in prisons or concentration
camps. As long as production ‘for value’ and more precisely ‘for
surplus-value’ is not the rule (that is, as| long as capitalism '
remains fairly undeveloped), exchange reldtions are organized
around the circulation of a symbol which dokzs itself have a value |
(salt, zebu, metal, tinned food or cigarettes). This symbol is the !
representative of the class of equivalence of commodities with
the same value: to own it is to be able to obtj\in other things, and
to acquire it (by selling) is the verification that what one had, or
had produced, was socially useful. Commodjty-money therefore
corresponds to the first form of the fetishism of value, synchronic
value: a commodity of this sort has value (and its owner ‘pos-
sesses’ this quantity of value). It must be remembered, however,
that this fetishism reflects the fact that in grder to produce the
commodity, a certain quantity of labour %vhich proves to be
social has to be expended.
Now let us measure the conditions underjwhich the privilege
of being money is acquired. Money: the sole equivalent that is
never relative, the only immediately social representative of
private labour.

a) First, all the private labour whose product is exchanged

eventually becomes social. But the lab
‘Tepresents’ is ‘canonized’ as social by an
society orits ‘representative’, the State.

pur which money
a priori decision of

b) Next, the privilege seems to be bestowed on the product
(gold), but this is merely due to that fetishism which makes value

a property of things. In fact, it is priva
canonized 4 priori as social.

e labour which is

If a commodity economy is so organized (ar ‘regulated’) that to
a certain extent non-validated commodities are ‘prevalidated’,

then ‘scraps of paper’ representing these co
the private labour of which they are the pr

mmodities, or even
oduct, can theoreti-

cally perform the function of money. Before we develop this
argument further, however, we need to say:‘a little more about

the “fetishism’ through which social labour is perceived as

‘value’ and through which it becomes a ‘representative’.

]
i
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2. From the Consolidation of Values-in-Process to Credit Money

In Chapter Two we showed how, with capitalism, fetishism
reached a new stage in its development, passing from ‘syn-
chronic’ value to ‘value-in-process’. There is a corresponding
and logical development of the money form. :
Synchronic value defines classes of commodities that have tbe
same value. The operation by which one particular commod_1ty
(gold) is ‘marked out and elected’ from these classes of equiv-
alence (usually by the State) establishes the money-commodity,
and the fact that gold can be almost indefinitely divided and
aggregated enables each class to be represented by a quantity of
money of the same value. This money confirms the theoretical
conditions of the money function, which can be sub-divided
into three classical elements: a standard of prices; a means of
5 circulation; and a means of payment and hoarding or ’reserve.’.4
| As Marx pointed out, only the third of these involves the social
" form of ‘real money’, the capacity socially to validate private
production without having been validated itself. Money stoc1.<-
piled and sheltered from the exchange circuit (hoarding) s.t111
represents social value (‘purchasing power), and by circulating
in settlement of a debt it sanctions a transaction whose validity
had only been anticipated (means of payment).

Let us suppose that the ‘process of reproduction’ performed'by
values-in-process around the focus of capitalist production
acquires a certain regularity. By that I mean that the ’dapgerous
leap’ operated by every non-money commodity when it has to
confront the test of social validation — that is, to realize itself in
money — happens almost immediately: products are sold,
labour power is bought. Values-in-process are then almost
certain to be conserved (in the case of labour power) or to
increase (in the case of capital).

This regularity, which can be anticipated because it is guaran-
teed by the machinery of prevalidation, is the essence of what we
have called ‘monopolist regulation’. The social conditions which
accompany it, set out in networks and ‘structural’ or ‘institu-
tional forms’, are as follows:.

a) Contractualization of wage-labour, backed up by a system
of indirect wages, such that wage-earners’ incomes maintain
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roughly the same purchasing power, and when times are good
(i.e. until the recent crisis), a steady growth| parallel to rising
productivity that comes with the extension of Fordism within

the units of production.
b) Centralization of finance capital allowing

groups not only to

orient their production within the shifting map of the social
division of labour, but even partly to overcome the distortion of

the division itself.

c) State intervention to guarantee the two preceding con-
ditions, as well as the new form of monetary creation at which we

shall be looking later.

These conditions, which are in fact necessary in a regime of
intensive accumulation, are explained in detai\l in Approches de

UInflation and Crise et Inflation. l only mention t
the extent of the social conditions involved i

regime.

em here to stress
a paper-money

Let us assume that they have been broadly realised, so that the
presupposition of the regularity of the ‘double mill’* has been

at least solvent, and commodity capital as ‘safely realized’. So

confirmed, the force of labour being seen as ’s;fely' taken on, or

when a proletarian is qualified to labour hejeams so much a
month, and when capital is engaged it brings in so much a‘year.
No banker would hesitate to provide clients like this with means
of circulation corresponding to expected incomes, nor would any
central bank hesitate to guarantee means of ¢irculation which
had been so prudently secured as a genuine means of payment.

Things are not as simple as that, of course.
goes well’, that is:

| ut ‘if everything

— if the system of norms of production, exchange, consump-
tion and distribution remains stable, or ¢ anges its shape
‘without wrinkles or holes’, and especially if the general rate of
profit remains constant (at, for example, ten per cent),

+ — if every product is realized ‘at its regulatory price’® without
any problems, then it becomes the same to say fthat ‘4,000 Francs

represents the value of so many grams of gold’
or: ‘4,000 Francs represents the value of a w
basket of the same value as that quantity of gol

rker’s shopping-

’.
’
\

or: 4,000 Francs represents the normal monthly income of a
wage-eamer with a given degree of skill w}\'o is allowed the

i
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consumption of that shopping-basket’;

or finally: ‘4,000 Francs represents the normal growth over one
year of 40,000 Francs capital, which might for example engage
ten workers of the appropriate degree of skill for one month’.

In this way we move almost surreptitiously, thanks to the
unchanging norms and to realization of production, from a de-
finition of the franc by ‘instantaneous values’ to a definition of
the franc by ‘values-in-process’.

Value-in-process is a long series of metamorphosed forms
which are always assumed to be realizable as money, and it is
measured in terms of the amount of money into which it would
be transformed in a ‘normal’ realization. Credit money is pre-
cisely the quantity of means of payment handed over by the
issuing system to an economic agent on the basis of anticipated
realization of 'value-in-process’ currently held in non-monetary
form (as commodity stock in the case of bills, etc.). It is precisely
because it represents a value in the course of realization that credit

- money is able to play the part of ‘real money’, as a means of
payment; it is embodied in a set of written symbols rather than
in the product of human labour, but when it confronts particular
fruits of private labour to be realized, as commodities, it still
represents legal recognition of the social character of that private
labour. The only difference is that instead of finished labour
(gold production), the labour involved here is in the course of
realization. Instead of the law being: Gold is exchangeable, it
becomes: these values-in-process must be considered as
realised!

II. The Origin and Logic of Credit Money

Economists by and large believe that the value (and ‘validity’) of
gold is self-evident, that the value of legal banknotes has in the
end also become self-evident, and that credit money alone,
whether ‘bank’ or ‘fiduciary’, requires a higher degree of imag-
ination and greater powers of abstraction and trust. And his-
torically this is true. But in a world in which credit money has
passed into everyday use its symbolic function is equally
assured because it represents a certain experience and refers to a
different ‘referent’: value-in-process.’

1. The Experience of Credit
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There is a little parable which explains this very well. Imagine,
with humourist Art Buchwald, a caricatur¢ of the American
situation in which all transactions are carried out by cheque or
credit card. Then suppose the government decides to impose
drastic controls on credit and orders a return|to cash payments.
Supermarket chains have to run retraining|schemes for their
cashiers. The instructor on one of these sets up a role-play: Lizzie
is the customer and Frankie is on the check-ot.

Lizzie said, ‘I wish to buy this scale and I want to pay cash.’

Frankie replied, ‘It is $25.60.’ S

Lizzie. handed over three ten-dollar bills. |

Frankie inspected the money. ‘May I see your driver’s licence,
please?’

‘No, Frankie,” the instructor yelled. ‘It is npt necessary to ask to
see a driver’s licence when someone pays cash.’

“All right,” Frankie said. Then she turned to Lizzie.

‘Do you have any other identification?

‘Wait, hold it,’ the instructor said, j ping up. ‘When a
'S culstomer pays cash, you do not have to ask for identification.’

' How do we know the money is any good? Lizzie could be using
someone else’s cash,’ Frankie said.
I ‘We have to assume the money is good and that it belongs to
Lizzie.” !

I could tell Frankie was upset. She took a|pen to write on the
ten-dollar bill. ‘May I have your address and home telephone
number?’
7 ‘Don’t write on the money,’ the instructor shouted. ‘It will only
¥ confuse the next person who uses it. Just take the cash.’

‘Shouldn’t I call the Treasury Department and read off the
numbers of the bills to make sure Lizzie isn’ta deadbeat?’

’It’sl ’not necessary,” the instructor said. “You see on each bill it
says, “In God We Trust”, so when a customer pays with cash we
have to trust her.’
b'lllYgu mean I don’t even have to call my sugervisor to initial the

ills?’
.‘Ng, you don’t. Just write out a sales slip 4nd then deposit the
bills in the register.’

‘Tdon’t think I'll ever get the hang of it,” Frankie said in tears.®

Frankie’s tears offer us some consolation: it is just as difficult to
understand value and the money-commodity when you are only
used to credit money and values-in-process,| as the other way
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round. But this piece of dialogue between two different inter-
preters of monetary symbols® will perhaps throw more light on
the heart of the matter than did my earlier explanations.

In simple exchanges between commodities and money-
commodity (and ‘greenbacks’ are as valid as gold) it is two
supports of value that exchange. The crystallization of value in
money (in its reserve function) is pre-supposed before its use as
means of circulation. You ve got some: you can buy. In the case of
value-in-process (here the income of Lizzie, as someone running
a waged household . . . if Lizzie was head of a business she
would personify a self-valorizing capital), it is the owner who
personifies the flow of income. You are a such-and-such (a wage-
earner earmning so much a month, a capitalist making so much
cash flow a year): you can buy. The monetary symbols at your
disposal are only the expression of your independent value-in-
process. They are limited globally by a ‘right to spend’ over a
certain period. The banknote, like the money-commodity, is a

_sign of value in itself, it represents a real, social value, and it
would exchange by itself if it had a soul: it lives oblivious of its
owners. Cheques, and all other forms of credit money, represent
a value-in-process — maybe in the course of social validation
but at all events taken as realized — which passes through the

-.hands of its owner and may exist at the present moment in one of
many forms (labour-power rented to capital, stocks of com-
modities ready to be sold, even investments on which one hopes
for a return). Its owner anticipates or realizes the right to meta-
morphose it in part in the form of his or her purchase. For the
cheque to be valid, it has to be signed (and have money behind
it) because it represents an individualized value-in-process,
even in an ‘anonymous society’.

All wage-earners nowadays have access to this convention,
which has become part of their habitus. They correctly interpret
the symbol as a sign of their statistical right to spend so much
each month, particularly if they are paid on a monthly basis, and
if they are allowed an overdraft in proportion to their income.
But the merchant capitalists, followed by industrialists and
bankers,'® who used their hegemonic position in the State to
establish this form of money, knew long ago about these
‘values’, that statistically assure an income, and created the

" the banks.

|
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beginnings of credit money in a decentralized (or, as Aglietta
and Orléan would say, fractional) way.!'| The Amsterdam
merchant could sign a bill of exchange in Venice because his
Venetian creditor knew that his bank could transform it into a

means of local circulation, and that his bank [could negotiate it |

against a bank in Amsterdam where the merchant would deposit
the proceeds of his subsequent sales: but he would still deposit
this income in the form of gold.'> When industrial capital suc-
ceeded in regularizing the flow-back of its [capital in money
form, and when finance capital started to iri1clude all the cir-
culation of the money form of capital in its accc{unting, it became
less and less necessary for money to be verified through

exchange against a commodity, gold, that ‘really’ had value and -

was universally recognized as having it. It was sufficient for the
central state authorities to issue monetary s ols that could be

exchanged for the symbols issued by the banks, thus providing -

official ratification of the anticipated social |validation of the
valorization processes against which the symb Els were issued by

2. Credit Money

We shall not examine the historical origins of credit money,
beyond what we have already suggested about the underlying
assumptions of the dominant classes on the circulation pro-
cess — and therefore about its actual reality.|If this process is
punctuated and insecure, as in pre-capitalist markets, then each
value-in-process will have to return every so often to the money-
commodity form (which has value in itself, even if it is repre-
sented by a scrap of paper, because it is unconditionally ex-
changeable for gold). If the process is regular, almost predict-
able, as in developed capitalism and particylarly monopolist
regulation, then credit — that is, the acknowledgement of a loan
which will ‘surely’ be repaid — can represent a value (in
process), and on that basis credit money can be established.
Debt tokens can clearly be used as a means| of circulation. A
says to B: ‘Instead of paying you 100 francs I shall give you my
credit with C who owes me that amount.’ But tHis is not a form of
money as the debt token is not used as an|actual means of
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payment: B expects that C will eventually pay him in ‘real
money’.

The credit bank saves B from having to wait. It monetizes A’s
credit with C: anticipating the realization in money of the value-
in-process that C duly pledged, it provides A with monetary
symbols that are valid as a ‘real méans of payment’ and are
accepted as such by B. Then the bank waits for C to repay A, who
will repay it in turn. By antevalidating the credit with C, it has
created a symbol which represents value-in-process.

But why should B accept the symbols issued by the bank as a
means of payment?

Either (a) because it is exactly what B owes the bank himself; or
(b) because he thinks he can go to the bank and change the
symbols into other symbols which ‘really’ represent value —
gold, for example.

Let us suppose, however, that B is trusting enough not to do
either of these things. He now has credit with the bank. And he
uses the symbols issued by the bank as money to buy a product
from D, who will buy the commodity offered by C, who will
repay A, who owes precisely that amount to the bank.

. In this situation credit money functions perfectly as means of
circulation (A— B, B— D, D— C) and payment (C— A),
without ever having to be exchanged for ‘more real’ money, such
as the money-commodity, gold.

The whole history of money can be summed up as the gradual
granting of ‘real money’ status to what was initially the repre-
sentative, in circulation, of ‘real money’ that did not circulate but
remained ultimately the only method of payment.'* As Levy-
Garboua rightly says:

New forms of money only appear very gradually, and are at first
rarely seen as complementary to the existing forms: they appear
more as ‘promises of money’ that are a technical device to make
(real) money circulate. But as this technique spreads, its use,
which was initially seen as a way of economizing on money,
becomes more and more difficult to distinguish from ‘real’
monetary use. The perspective then switches round, and the
instrument is soon recognized as money. The hierarchy of money
forms is thus evolutionary and the limits of money somewhat
blurred; some instruments may be analysed both as means of
accelerating the circulation of money and as fully-pledged mone-
tary forms.'*

T
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Now, it should be stressed that the example we gave above is
completely unrealistic. We assumed that in a ¢hain of creditors of
the bank (that is, agents possessing the symbols the bank has
issued) D validated C’s labour, who (by credit) validated A’s,
who (by credit) validated B’s, who finally Lalidated D’s with

credit money. In short, the neat quartet of their private labours
made up, as if by chance, a social labour. i

But if D had not known C, or if he had! gone to the bank
demanding the true value of the symbols, theitnthe bank could of
course, have given him gold for his cheque and waited until A
repaid his loan. But the bank could also have 1said to D: ‘There’s
no need. We're sure this symbol represents some socially useful
labour. Put it into circulation and it will end p in the hands of
somebody who will find C’s labour useful.’

Itis obvious that if the bank has such self-assurance, it must be
invested with some public authority! It is als¢ obvious that two
banks cannot perform the same function in the same economic

- space. For if A repays the credit advanced ny bank X with a

cheque drawn on bank Y, bank X will either l-llave to ask bank Y
for real money in exchange for it (to repay the cheques issued by
A on X when they are presented), or else admit that Y has the
privilege of monetizing a credit by decreeing that the labour it
represents is socially valid, and therefore that the monetary
symbols issued by Y really represent value. In the second case,
bank Y (which becomes the central bank while the others are
‘second rank’) does more than antevalidate credits by waiting for
the independent values they represent to return in the shape of
‘already recognized money’. The bank itself sanctions the social
validity of these commitments. It pseudo-validates them's — for
example, by changing credits with bank X on ue-in-process A
for central banknotes which everybody has [to accept as ‘real
money’.

The historical process occurred in two stages. First a central
bank acquired a monopoly over issuing paper money that repre-
sented gold, which second-rank banks could xchange for their
credits within specified rules. Then — essentially after 1914 —
the central banks’ banknotes and deposits were declared to be no
longer convertible into gold; they became ‘legal tender’. Sud-
denly any credit issued by the banking system potentially
involved a corresponding central issue of mopney — a poten-
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tiality which could be realized at any time on the money market
or by rediscounting.'® Monetary policy therefore represents a
judgement imposed by the central bank on the coherence of the
choices made by the other banks in anticipating the social vali-
dation of the private labour set in train by their clients: it watches
over the permanence of the ‘warp-woof duality’, at a global level.

Thus far our analysis has remained within a national frame-
work. But the last function of gold-money in Marx was to serve as
universal money among the different sections of the world
economy fragmented by the existence of States — that is, zones
characterised by homogeneity of the ‘social bond’, and therefore
by a single currency. In fact, gold was recognized very early on as
a universal money, but there was nothing ‘natural’ about that.
Since 1945, we have been in a third, different stage of monetary
history: the recognition of an intemational fiduciary money,
from the dollar-standard to Special Drawing Rights. In reality it
has been the mass of dollars held by foreign states (‘foreign
currency reserves’) and then by individuals and private banks
(‘eurodollars’) — dollars which initially corresponded to the Us
balance of payments deficit — which have come to be used as
international credit money. This credit money has gradually
acquired its own private means of issue, Euro-banks, an entirely
natural accompaniment of the internationalization of produc-
tion."” From the moment the dollar ceased to be convertible into
gold (1971) the American central bank, the Federal Reserve,
became a true instance of intemational pseudo-validation. The
introduction of SDRs has at most allowed this international
pseudo-validation to be legalized.

3. Money and Credit

It is not because money becomes credit money that money and
\ credit become identical.'* Money is a means of circulation and
K payment. Credit is one way of using money. Somebody who
; possesses money lends it to the owner of a ‘value-in-process’
| who will be able to utilize it immediately, and in exchange the
j borrower will have to hand over as interest a part of the increase
i in the value-in-process.

‘ ;’\ _ number of symbols issued by the banks).

l
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The great ‘contradiction of credit money’, j:s Lévy-Garboua }
correctly points out,'* is that any bank credit, even if it appears as

a simple intermediary transaction,® is accompanied by the

creation of credit money. And conversely it i not because the |
commodity economy needs credit that the banks create it. Like |
all private agents, the banks perform this sogial requirement -
because that is where their interest (in all senseF) lies.

The monetary symbols which the banks supply to borrowers
are indeed ‘creations’; but since they will rehrlrn to the banks |
when the borrowers have used them as a means of circulation or
payment, the banks have to be able to exchange them either for
monetary symbols issued by other banks, which represent other
values-in-process, or for ‘legal tender’ money. The bankers’ job |
is to make sure this can be done, in exchange for which they
provide borrowers with monetary symbols and receive a rate of
interest. Consequently all creation of money by|banks is a loan. |

On the other hand, when a bank lends money which it has or k
thinks it can get (in whatever form), this moneE is immediately

deposited in the bank by the borrower, or elst it is spent and
thereby placed in another bank in the form of deposit by the
borrower’s supplier. Whatever the circumstances, each new!
credit increases the mass of deposits in the banks as awhole, and‘{i
therefore the amount the banks can lend — unlegs, of course, the
depositors ask to withdraw their money in cash, in the form of
central banknotes. All credits, therefore, create money; hence
the rule ‘credits make deposits’.

But we have just seen that thereis a ‘leakage’: some depositors
may prefer to keep part of their money in central bank notes. If
they keep a tenth on average, the total amount o deposits cannot,
exceed nine times the total amount of notes issued by the central
bank: this is the ‘multiplier’ theory which en ibles the centrai{
bank to fix the ‘monetary base’ (the ‘real notes’, lso to speak, likek
‘real money’) and thereby to fix the ‘money s pply’ (the total’

In reality, however, the opposite causality is af work. Once the
monetary symbols have been issued on the ocdasion of a loan,
they flow back into a bank which has to be prepared to deliver
central-bank money if the depositor asks for it. The bank there-
fore offers to the central-bank the borrower’s promise to ‘realize
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his value-in-process’, on the basis of which it has granted the
loan by antevalidation. The central bank, relying on the other
bank’s caution and following norms which depend on the
purpose, duration and other features of the loan, declares that
the loan is a ‘good’ anticipation of the validity of the value-in-
process which guarantees it (capital in the case of ‘credit for the
economy’, national incomes in the case of ‘credit for the
Treasury’, etc.); it pseudo-validates the loan, issues the cor-
responding official money-symbols, and lends them to the bank
at a rate of interest.

As the issue of credit corresponds to a demand by productive
capital (which anticipates its full valorization and realization),
monetary creation no longer functions as a ‘control variable’. It
becomes literally endogenous to the economic system, and is
limited only by the degree to which the bank is prepared to trust
its customers’ requests for credit or, to a very slight extent (as the
recent experience of Great Britain and the United States has

| demonstrated), by a rise in interest-rates which may discourage
borrowing, both by capitalists and wage-earners.

We therefore have to reject the theory according to which a
“multiplier’ determines ‘money supply’ as a function of the
‘monetary base’ arbitrarily issued by the central bank. It would
be more accurate to speak of a ‘divisor’: that is, an index of the

~ proportion of bank antevalidations that are pseudovalidated by
the central bank. The reason why this divisor has become larger
and larger, and therefore that proportion increasingly small, is
that values-in-process have grown increasingly autonomous
under monopolist regulation.? Some quotient does remain,
however, corresponding to the fact that no bank takes in exactly
the same amount in deposits as it issues in credits every day, and
that some customers want central bank money or, even worse,
foreign currency. Central bank money, which represents offi-
cially pseudo-validated values, is therefore always necessary.

This is the area where ‘monetary policy’ comes into play, its
aim being to allow ‘sufficient’ bank antevalidation without
simply validating anything that comes along. It consists of:

(a) altering the divisor: the central bank may decide not to
pseudo-validate indiscriminately, to refuse to refinance credits
for more than eighteen months, to leave the banks to sort them-
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selves out, but making an exception in the chse of export credits

because the government has insisted that
work for export is socially valid;

labour engaged in

(b) altering the quotient: the central bank may rule that the
banks must keep a fixed part of their deposit in central bank
currency, thereby forcing them to antevalidate no more than a
fixed proportion of that for which they have already obtained

pseudo-validation;

(c) directly stipulating the dividend: the most
(which capitalists don’t like at all!) is the in
controls severely restricting the scope of

primitive approach
troduction of credit
e ‘banking entre-

preneur’. An approach which is meant to be more intelligentis to

leave the money-market interest rate (th

‘cost’ of central

currency loans to banks) to rise, in the hope that this will dis-
courage the most risky borrowing and inopportune employment
of social labour.

We shall not attempt here a detailed criti iue of all these ‘in-
§truments’,“ but merely stress how unstable this policy can be. It
is fraught with unreliable and dangerous co sequences: unreli-
able, because none of these tactics enables n%'noney supply to be
controlled with any precision; and dangeérous, because by

making it. ir}rlpossible or too costly to monetize credit, it runs the
risk of ’killing” socially viable values-in-process that rely on a

temporary loan while their capital is immobi

ized in the form of

productive capital. More generally, it dramatically poses the
problem of the realization of commodities - for, as we have
seen, realization can take place (in a closed economy) only if it is
anticipated by the creation of credit money; hence the very
severe industrial crisis in those countries which have practised
‘monetarist” policies. We shall return to this point later.

It should be underlined once again that the international credit

money is in fact the dollar. It is issued by the

Eurobanks, which

lend to states and big business on the ‘basis’ ¢f dollars issued by

the Federal Reserve against the American d
between this base and the whole mass of e
cularly high and unstable because the Fed

eficit. The divider
o-dollars is parti-
ral Reserve* has

practically no way of preventing new eurobank credits payable

in dollars from creating deposits all over the

world.?* In fact, as
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Michalet points out,* the only regulation of eurodollar supply
beyond the risk taken on by the banks opérates thro e cost
of credit, therefore through interest rates, which Fhemselves

* depend on the Federal Reserve’s owi interest rate on American

soil. The Fed’s restrictive monetary policy therefore has reper-
cussions for the world market, with all the familiar conse-

quences.
II1. Real Constraint

We can now return to the problem of ‘coupling’ which we settled
atthe end of thelast chapter as far as gold-money was concerned.
There, the realization (metamorphosis into money) of values-in-
process was limited by the existing amount of th'e means of
payment — which itself was limited (though not rigidly) by the
quantity of gold guaranteeing the means of payment and deter-
mining their value.

In that situation there was a considerable risk of under-
liquidity (i.e. an insufficient amount of means of circulation in
relation to the volume and price of production needing to be
validated). This is why the ‘Banking Principle’ that regards
credit money as real money, even if it is inadequately backed by
gold, prevailed in fact as early as the end of the nin_eteenth
century. But without forced currency, the slightest panic could
set off a general withdrawal of bank deposits, leading to bank
failures and commercial and industrial bankruptcies.

1. The New Face of Monetary Constraint

With credit money, the monetary constraint C — M becomes
much more flexible. It takes the form:
C—-AD—-M

Commodities are exchanged for an acknowledgement of debt
(or for a cheque, i.e. a credit on a bank) and that is exchanged for
central bank money; they are therefore simply antevalidated,
then pseudo-validated, by being exchanged for a monetary
symbol which is just the anticipation of a subsequent exchaiige
that will allow the credit to be repaid. If C is productive capital,

1
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the repayment will come when the user oi C has sold his
products; if C is a consumer durable sold on ‘credit to a wage-
earner, repayment will come from the wage-earner’s future
income. The final validation is realized wheE all repayments
have been made. Thus, money issued to accompany the deve-
lopments of values-in-process up to their fina}l validation ends
when that stage is completed. This characteristic has been syste-
matically analysed by the post-Keynesian theorists of the
‘monetary circuit’. But these theorists have}Tl not penetrated
beneath the surface of the phenomenon: they

far as to look for the real conditions of closing thé
for the conditions of compatibility-in the co
and the exchanges of income.? To use the w -woof metaphor
again, they have understood very well that credit money was
created and absorbed in the very movement of the threads of the
woof, values-in-process. But the conditions for e reabsorbtion
of the money are the same as those for the repayment of credit: a
new exchange of commodities. We know that commodity
exchanges between values-in-process are governed by the struc-
tures of the warp, that is to say, by the reproduction schema in
force at the time. The paying off of credit money, and the final
validation of the transactions which gave rise
therefore subordinate in the aggregate (rather than individually)
to the reproduction schema which corresponds to the regime of
accumulation in force.

This is the diffuse form in which monetary constraints operate

within credit money. In place of the opposition between the .
commodity and gold, there is a hierarchical structure of credits .
and debts: this may be cleared between private agents, but in’
practice it has to be backed up by a ‘last-resort pseudo- '
validation” which confirms the validity of certain credits in the :
same way that it once confirmed the exchangeabjility of gold. It
follows that non-validation is expressed not ne:ijsarily in non-i;

sale, but also in non-repayment of certain debts. Here lies the '
Importance of the hierarchy, for if the central bank itself directly
pseudo-validated production by issuing morney, then the
unconditional validity of its own monetary symbpols would be
immediately jeopardized whenever commodili-ies failed to
secure validation. A hierarchy of lending, on th;ie other hand,

to its issue, are i

ave not gone so
circle — thatis,
itment of capital :

‘\:1/
i
%

t
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makes it possible to devalorize credits selectively in the event
that the corresponding production is not validated.? -

In any case ‘monetary constraint in the strict sensg’, which
seeks to limit the quantity (measured in prices) of soc%ally pre-
validated values by those of effective means of va%ic.latlon .(gold
money), no longer exists. Nominal prices are acquiring an 1nfie-
pendence which is only limited by the rate of pseudo-validation
(‘monetary divisor’) that the monetary system, under. the control
of the central bank, will accept. Given that a ‘responsible’ central
bank will only pseudo-validate ‘sound’ credits, but that thesg are
required by consolidated external connections, the level of prices
fixed by some ‘trinity formula’ will determine the total amount of
money the economy needs (and not, as the monetarists main-
tain, the reverse). '

We do not mean to argue that credit money is perfectly elastic,
only that it is no longer limited by the value of some exogenous
‘monetary base’ and that it is hardly limited e}the.r by central
" bank attempts to restrict the intensity of antevalidation through
any increases in the money-market rates (as can be seen from t..he
so1Ty experiences of governments applying this monetary p.ohr.jy
who still see the quantity of their money soar). Our contention is
that the issue of money is controlled by laws endogenous to the
economic system.?®

In other words, in today’s monetary system the independence
of values-in-process has reached such a point that ‘the?r can
increase nominally at a ‘customary’ rate, even at a ’c_:les1red rate,
as long as the prevalidated incomes are pseudo-validated by the
monetary system. . _

The banks in fact give credit to capitalist enterprises accordmg
to their assets measured in nominal terms because they anti-
cipate the realization of these assets at a price detenn.inef:l Py the
standard rate of profit. Similarly, they give credit to 1r.1d1v1d\‘1als
such as wage-eamers because they anticipate that the1r_nom1nal
incomes will remain stable or even increase. The credit money
issued therefore depends on the growth in the total amount of
nominal incomes or — what comes to the same thing — in the
price of the national product, whose development is determined
by intertemporal exoteric connections.
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2. Coupling in Credit Money

Marxist theory, however, makes it quite clear that although a
self-expansion rate of values-in-process can always be nominally
realized, this does not imply that the system of prices is free, nor
that everything is permitted if everything can be pseudo-
validated. For, even with the consolidation af the ‘accumulated
divergence’ between the system of values|and that of ante-
validated, then pseudo-validated, values-ir -process, despite
the autonomy of the exoteric level, real exchanges — the real
commodity exchanges at a given moment —| are still governed
by the law of value. In other words, whereas capitalist indus-
trialists, merchants and bankers have the iripression that one
adds margins on to costs to make values-iniprocess grow at a
particular nominal rate, the synchronic and instantaneous
relations between prices are in fact always determined by
esoteric laws. If these laws disappeared, we wiould be left with a

totally undetermined rate of expansion ‘in value and in volume’.

If the limits of value and surplus-value are|given, it is easy to
perceive how the competition between capitals transforms values
into prices of production and still further intg commercial prices,
transforming surplus-value into average profit. But without these
limits, there is absolutely no way of seein why competition
should reduce the general rate of profit to one limit rather than to
another, to 15 per cent instead of 1,500 per gent. It can at most
reduce it to one level. But there is absolutely no element in it that
can determine this level itself.?* T

Let us examine in detail how real constraints ar imposed. When
we looked at monetary constraint in the strict anse, we said that
the adaptation occurs in the exchange between commodities
and gold-money. In the series of exchanges Ml = C - M — C
. . ., the price of the commodities rises and ta]ls and thereby
regulates the real rate of expansion of the value -in-process.
But, as we said, such constraint no longet holds good for
credit-money. Realization can take place at an}y nominal price.
The contradiction between the system of value'p and the system
of prices no longer appears in C — M exchanges but is displaced
ontothe M— C metamorphosis. To take an e}xtreme example,
suppose that entrepreneurs determine their sT\e prices by fol-

R
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lowing the existing surface relations and unerringly su.ccged&lm
transforming their commodity into money ‘py selling it in the
market. In this situation, if the surface relations no longer cor-
respond to the system of values, then when er.n:repreneuflrs1 t-rf}lr tc?c
buy other commodities with the income obtained from eb 1S
sale they will discover that the. same sum of money now tgys
fewer commodities: the contradiction is smoothed. out by. inflation.
It is the same for the workers: it is no longer their nominal wage
which varies broadly with the rate of un'employmenF; the
problem is displaced on to their real purchasing power, in the
transformation M — C which is where the contradiction is now
exgr:isrf;d};)ack to our simple formalization, we see that the
external connections are now as follows:

s () = s(p) such that the real wage rate remains constant

i te s grows with price p) .
(ngr(rtl)u;alI{aR bg'fng arbit'raxli?ly greater than r* (t) as Fle1:1ved from
the relations of values at time ¢ and by ‘transformation’.

We now have:
VA (t) = L(t) < s(t)L(#) + RK(¥) = VA(#) o
" which implies that the value represented by t.hej unit of money
measuring the right-hand side has fal.len: this 1s-mf.1af10n. o
Strictly speaking, this conclusion is only valid if inflation A1:
‘broadly’ defined as a fall in the value rep}'esented by money. A
the value of commodities also falls with pI‘OdI‘.lCthI't'y, it is
possible for their price to remain the same (latent 1.nﬂat10n). Bu;
in post-war ‘monopolist regulation’, the pu'rc-hasmg powerho
wages tended to grow as well with pro‘duct1v1_ty, sg tl'.1at w at
remained stable was the rate of exploitan.on. .If, in this situation,
the mark-up rate R imposed by firms is mgher than the rate
authorized by the rate of profit r* detex"mmed by the _transa-l
formation, there will be inflation in the strict sense of a univers
ise in Drices. |
nsls/llar;f?v(;es obviously aware of this as a possijbility, even if the
exoteric connections in his time had not acquired the 1ndepe;—
dence they have won in the twentieth century, the.age of lizrni g
money. He wrote, in anticipation of mark-up and index-linke

wages:

" profits, prices, costs and wages could conti
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Suppose that the general rate of profit and hence the average profit
itself is expressed in a money value that is higher than that of the
actual average surplus-value. As far as the| capitalists are con-
cemned, it is all the same whether they charge one another 10 per
cent profit or 15 per cent. The one percentage govers no more actual
commodity value than the other, since the inflation of the mone-
tary expression is mutual. For the workers, however (we assume
that they receive their normal wages, so that the rise in the average
profit is not an actual deduction from the wa €, expressing some-
thing completely different from the capitalist’s normal surplus-
value), the increase in commodity-prices resulting from this rise
in the average profit must correspond to an increase in the mone-

tary expression of the variable capital. In actual fact, a general
nominal increase of this kind in the profit|rate, and hence in

average profit, over and above the level given by the proportion of
the actual surplus-value to the total capital advanced, is not pos-

sible unless it brings with it an increase in wages and similarly an

increase in the price of those commodities which form the
constant capital.*®

ue for long; the
constraint imposed by gold-money would not have permitted it.
Yet he had discovered two of the main force behind contem-
porary inflation, although it was not unti] th development of
credit money that these were able to produce tHeir full effect.
Let us suppose now that, for whatever reasan, some employ-
ments of capital have become so notorious‘y impossible to
validate socially that their commodity-products no longer have
any hope of being sold except at such reduced prices that they do
not even cover production costs, and that thd bank refuses to
give any new credit. This does not alter the fact that on the way to
this situation purchases have been paid for and incomes distri-
buted with earlier credit, and that therefore m:bnetary symbols
have been issued on the basis of mistaken anticipations. These
symbols express nominal purchasing power against a value-
product measured by a diminished quantityiof social labour
(diminished, because part of the privately engaged labour has
not been socially validated). In this case, too, tthe value repre-
sented by the unit of money is reduced: this, agajn, isinflation.?’
The labour-equivalent of money is therefore no longer deter-
mined by the value (even transformed value) of the commodity

But of course Marx did not imagine that this in%ationary spiral of
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elevated to the dignity of money — a situation in which, as
historians of gold-money have shown, the value of the monetary
standard govemns the general level of prices. With credit money it
is, on the contrary, the general level of prices, fixed by the (exoteric)
laws of income-formation, which determine the value of the mone-
tary unit. This therefore gives:

LEM (t) = L(t)/VA(t), where

VA(t) is determined by distributed incomes and L(t) by the
amount of incorporated and validated labour.

To the extent that the connections fixing incomes reflect a web
of social relations more or less codified within each national
framework, this is used to show that no direct action on the value
or quantity of money can significantly affect the differential rates
of inflation between countries, or the external parities of the
national currency. There is no need to dwell on the importance of
this point which implies that the best way to reduce inflation
would be a direct policy operating on all nominal incomes.

From a theoretical point of view, incidentally, this deals a fatal
blow to the ‘theory of the monetary veil’ according to which ‘real
relations’, originally fixed in accordance with the labour theory
of value, or the theory of utility and scarcity, come ‘later’ to be
expressed in prices as a result of the arbitrary choice of a mone-
tary standard. Relations have been expressed in prices since the
first stage of commodity-fetishism, and the value of money
eventually comes from the whole fabric of these relations, rigidi-
fied but still expressed in prices. We are a long way from the
classical ‘dichotomy’.

The apparently autonomous exoteric connections of ‘everyday
life” cannot therefore free themselves completely from the real
movement on which they are based. The ‘accumulation of diver-
gences’ between the systems of values and prices must manifest
itself and be resolved in one way or another. Exactly where this
happens, whether in the C — M sale or the M — C purchase,
depends on the specific form of coupling between esoteric and
exoteric, and that in turn depends upon what we have called the
mode of regulation, and more particularly on the form of money it
authorizes and calls forth.

In the flexible wage relation characteristic of competitive regu-
lation, workers are hired on a daily basis, at a wage fluctuating

|
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around normal purchasing power in accorda.lrxce with the busi-
ness cycle. Since, moreover, the firm here makes its production
decisions in the dark and credit remains bound up with a
money-commodity, the crisis takes the form of a collapse in
prices: commodities can no longer be reah'zeci at the price set by
the exoteric connections assuring the normal rate of profit.

But in monopoly regulation, as defined above, the system of
surface relations becomes so coherent and conéistent that values-
in-process can continue to develop, and even| formally to grow,
without being stopped by limits imposed onnr}heir compatibility
by the system of synchronic values. |

The fetishized economy thus takes off into i;lnﬂation, but even
in its phantasmagoric flight, the law of value still operates:
money only represents a right over labour which has really been
expended and socially validated.

Notes

1. Capital Vol. One, p. 162.

2. Again, I am not insinuating that the historical institution of money derives
from earlier experience of barter. What I -am saying is jthat in a commodity
economy the experience, the ‘habitus’, of exchanging commodities for each other
or for money gives rise to the idea that money is useful, evén necessary, and that
any commodity could take on that role, however unsuitable or limited it may be.
Children in school playgrounds use marbles, prisoners uséE cigarettes, etc.

3. This is one of the terms employed by supporters of theifself-establishment of
society’ (Castoriadis, Gauchet), and I use it advisedly, although it is far from
obvious what ectoplasm could fit the role of ‘society taking a decision’. What
actually happens is that some groups in society pursue certain aims, and others
accept them, while other groups with different aims are be ten, and the state, the
institutional form that has the monopoly of sovereignty, condenses com-
promises. One thing is certain, though, and that is that the designation of the
general equivalent is a strictly social phenomenon (in the Durkheimian sense)
and cannot be reduced to a ‘composition effect’ of individual preferences,
whether ‘mimetic’ or not. Money is not designated as a|result of speculative
competition about an object, quite the opposite, it is desighated by a consensus
about a means. |

4. The price standard, or unit of cash, is currency (frj-ms); the medium of
circulation enables commodities to be exchanged; the me lium of payment and
reserve is a symbol of value which can be kept separate from the circulation of
commodities, but can intervene to rescue a debtor. We ?hal] not go into the

l
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(huge) problem of international money making it possible to exchange national
currencies.

5. Marx’s famous phrase, which does not appear in the English translation of
Capital, refers to the motion of values-in-process in circulation round the central
axis of production: the commodities which leave return in the form of money
which buys more productive capital, wages that are paid out return in the form of
labour power to be bought. This is the prototype of ‘well-regulated production’.

6. A more general term than ‘price of production’, this refers to the exoteric
expression by price (the result of surface connections) of the reproduction of
social relations, especially existing power relations, by ensuring the revenues
seen as ‘'normal’ (including rents, taxes, and so on).

7. This account is based on, and extends, the analysis of the money commodity
by Philippe (Contribution a I'étude de I'intérét heuristique de la distinction ésotérique/
éxotérique, unpublished thesis, Nice 1982), which is itself based upon Pierce’s
semiotics and Piaget’s psychology.

8. ‘TheJoys of Cash: In Bills No Trust’, International Herald Tribune, 5 June 1980.

9. R. Marty (‘Champs d’interpretants’, Versus, 1982) would say, using a termi-
nology similar to Bourdieu’s, that they do not belong to the same ‘field of
interpretants’.

10. See the account by P. Grou (Monnaie, crise economique, Grenoble 1977) of -

the relation between the evolution of money and the succession of hegemonic
social blocs. On gold particularly see D. Innes, ‘Capital and Gold’, Capital and
Class No. 14, Summer 1981. It is essential to understand that as the form taken by
money develops in parallel with social regulation, regression is always possible
where there is national or international deterioration. So, for example, when
disaster hit Cambodia the people had to return to a very crude form of money
. commodity. Similarly when the Us banks froze Iranian assets in 1980, there was a
loss of confidence in fiduciary money (dollar deposits) and the price of gold shot
up.
I:)11. See F. Braudel, Civilisation matérielle, économie et capitalisme, Paris 1979.

12. See M. Aglietta and A. Orléan, La violence de la monnaie, Paris 1982,

13. In the history of economic thought, this is the substitution of Banking
Principle for the Currency Principle.

14.In V. Levy-Garboua and B. Weymuller, Macroéconomie contemporaine, Paris
1979.

15. Pseudo-validate here does not have quite the same sense as in de Brunhoff
and Cartelier (‘Une approche marxiste de I'inflation’, Chronique Sociale de France,
April 1974). They use “pseudo’ to mean that the values represented are not really
validated. In the situation here, they still are not really validated, but they are
treated as if they were, until they come tobe . . . ornot. .

16. See Crise et Inflation, Chapter I, where the explanation is based on the
example of rediscounting private drafts. The ‘money market’ is a more modern
and flexible form. But central banks monetise state credits as well as private ones.
The apparent differences between the American system and the French one (in
which the second-order banks are indebted to the central bank) has to do with the
direct financing, in the Usa, of government deficits by issuing money, whereas in
France the government is indebted to second-order banks, which then resell
Treasury bonds to the central bank. In 1980 in France the ‘counterparts’ of the

total amount of money were made up of 85% ‘economy credits’ (to business and °

households), 10% ‘Treasury credits’ (ie to the State), and 5% gold and currency.
Twenty years ago, the first of these accounted for only 60%, and at the moment
the ‘Treasury credits’ are increasing again.

of
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17. See C.A. Michalet, ‘La dimension monétaire et financiére de capitalisme

mondial’, in Les Eurocrédits, Paris 1981.

18. See J.G. Loranger, ‘Le rapport entre la pseudo-monnaie et la monnaie’,

Critiques de I'Economie Politique No. 18, March 1982.
19. In Lévy-Garboua and B. Weymuller, op. cit.
20. i.e., when the bank thinks it is lending money

t ‘already has’. But this

money stems from another bank’s lending: overall there is not only mediation

but actual creation. (See Lévy-Garboua and Weymuller,:
21. See Gelpi, in Approches de l'inflation, Vol. III, an

op. cit.)
her unpublished thesis

Méchanismes de la création monétaire et régulations économjigues, Paris X1, 1981. The
same conclusion is reached by Thomas (op. cit.) and it also formed the basis of de

Brunhoff’s 1971 critique of the concept of ‘money supply,

. The term ‘divisor’ may

have been suggested to V. and L. Lévy-Garboua ({Le comportement ban-

caire . . .’, Revue Economique No. 2, March 1972) by LeB

ourva,.

22. The reader may consult, inter alia, ].G. Thomas, Politique monétaire et

autodestruction du capital, Paris 1981.

23. The practice of the Federal Reserve Bank since Octa
for a certain increase in the total amount of money, and|
money market except in reference to this quantitative ob
strain this puts on interest rates. The results of this have

ber 1979 has been to aim
only to intervene in the -
jective, regardless of the
been:

— Interest rates have become very unstable, becausé they need increasingly

large variations in rate in order to influence the total

ount of credits (Potier,

‘Les réactions du systéme financier américain aux variations récentes du taux

d’intéret’, Banque No. 408, Jan. 1981).

— In fact itis possible to show that, in the short term
rate, a slight of borrowers (and creditors) can even incr
money (and destabilize this policy) if they expect higher
by the effects of inflation (Grandmont, Money and Value,

— At all events, the American financial system is

no matter how high the
ease the total amount of
nterest rates to be offset
1982).

becoming increasingly

adept at dispensing with pseudo-validation offered them at too high interest

rates. Financial innovations like N. 0. w. accounts and

Money Market Mutual

Funds’, which allow you to transfer instantly from savings to liquid assets and
vice versa, accelerate the circulation of money (ie the number of transactions that

can be realized with the same amount of credit money,

which is in fact a more

sophisticated form of antevalidation) and thus more than offset the restrictions

imposed on pseudo-validation.

24. For a discussion of the extreme instability of this system, see D. Cohen and
P. Ewenczyk, ‘L’ Instabilité du systéme monétaire intérnational’, Economie et

Statistigue, October 1980.

25. ‘La dimension monétaire . . . ’, op. cit.

26. In practice, the theory of the monetary circuit held by Keynesians such as

Denizet (Monnaie et financement dans les années 1980, Paris 1982) and more clearly
by Parguez (‘Ordre social, monnaie et régulation’, Econpmie Appliquée, vol. 34,
no. 2-3, 1981) and Schmitt (Monnaie, salaire et profit, Par}s 1975) ties in with our
definition of credit money representing values-in-process. Parguez goes so faras
to couple the conditions of evaluation of credit money with the completion of the
process of capital commitment, yet without explaining the underlying schema of
reproduction. Schmitt, on the other hand, has a mistakégl idea of the schéma of

" reproducton, and gets involved in various contradictio s, which Rachline (‘La

nature de la monnaie’, Revue Economique No. 3, May 1982) correctly picks up,
such as how the appearance of profit can be expla.i.ried, or the increase in
production, in real terms and in money. Here again, it!has to be said that the
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fetishized economy is indispensable to the working of esoteric relations, but
cannot be understood without reference to them.

27. On this, see Aglietta and Orléan (op. cit.), especially their account of
German hyper-inflation in terms of systematic pseudovalidation. The situation
of the eastern-bloc countries can be seen as a direct and general pseudo-
validation. In this case, a stock of unsaleable commodities can accumulate in the
state’s stores, at the same time as there are shortages of commodities which are in
demand but not produced (particularly a shortage of capital goods wasted in
useless production) and an accumulation of distributed but unusable money. As
prices are fixed by the administration (the simplest sort of external connectjon!)
the money stays frozen in forced savings.

In a stimulating and amusing essay, ‘(Resource-constrained versus Demand-

yconstrained Systems’, Econometrica vol. 47, no. 4, July 1979), the Hungarian
economist Kornai contrasts ‘hard budget constraint’ (without credit) in which
‘we can spend only as much money as we have . . . If we invest badly, we shall
die of it’, and the ‘soft budget constraint’ where ‘the main thing is to acquire

material and capacity, and money for it will be found in the same way . . .Ifthere -

is a loss, the state budget will take it over’. ‘Soft constraint’ can guarantee both
full employment and commodity shortages.

28. See CEPREMAP, Approches de I'inflation: I'exemple frangais, duplicated report,
Paris 1977; and Lévy-Garboua and Weymuller, op. cit.

29. Capital Vol. 3, p. 429.

30. Ibid., pp. 280-81.

31. Soviet-type state capitalism is a very individual case of this, which we
following Komnai (see note 27) characterize by a ‘hyper-soft constraint’. All
production there is antevalidated by the state, which also fixes the prices.
Divergence cannot even be resolved by inflation (except in some eastern bloc
countries, following recent reforms). M cannot therefore even be transformed
into C: the crisis takes the form of generalized shortages with ‘contained
inflation’. For applications of this problematic to crisis in the USSR, see Bettel-
heim’s Class Struggles in the USSR and Lafont and Leborgne, ‘L’Accumulation du
capital et les crises dans 'URSS contemporaine’, duplicated paper, CEPREMAP no.
7910, 1979.

J. ,: |

Chapter 7

Inflation in Monopolist Regulation

The increasing autonomy of external connections in the context
of monopolist regulation throws considerable light on a number
of phenomena in contemporary capitalism. Traditional Marxist
analyses (which too often rely on a literal read ing of Volume One
of Capital) have been incapable of dealing with these correctly,
either because they have clung to the esoteric laws without
discussing the way they appear ‘in everyday life’, or because
their conceptual approach only applies within the context of
competitive regulation and gold-money. ﬁ‘

We do not claim to develop a theory of inflationary crises in
this chapter.' We only want to show how Marx’s too little known
distinction between the esoteric and the exoteric can shed new
light on our understanding of such phengmena, and in the
process show that he is more relevant tod y than is usually
thought.

I. Stagflation

From the fifties to the mid-sixties increases in wages and
nominal profits more or less kept pace with gains in produc-
tivity. Nominal prices also stayed relatively stable. But from the
mid-sixties onward the regime of intensive accumulation
showed signs of running out of steam, and in fact people began
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to talk in terms of a ‘crisis of Fordism’.? Productivity gains no
longer made up for the increase in the technical composition of
capital, and working-class resistance prevented a rise in the rate
of exploitation through reductions in real wages.

1. The Crisis of Fordism and the Esoteric/Exoteric Divergence

What results from this? The decline in the real conditions of
profitability brings with it, at the esoteric level, a fall in the
instantaneous ‘rate of return’ on capital (surplus-value over com-
mitted capital) which, if the value of money were to remain
constant, would mean a fall in the rate of profit. There is nothing
catastrophic in that in itself. As Rosa Luxemburg said in 1913,
arguing against those like Kautsky who looked toward a peaceful
transition to socialism with the gradual decline in the rate of
profit, there is not much chance that capitalists will grow demo-

 ralized and throw in the sponge. First of all they try to maintain
their rate of profit nominally by passing rising costs on to the sale
price via the mark-up rate.® This does not always mean that they
retain their rate of profit in fact — for, if prices go up faster than
wages, demand slows down and disposal of the products is
threatened. Conversely, if wages ‘catch up and overtake prices’
to ensure a general rise in purchasing power, in accordance with
the earlier exoteric connections (rise in wages = gains in pro-
ductivity + rise in prices), then an outlet is guaranteed but
increased business costs will tend to balance out the rise in sale
prices.

We can now at last explain that image of the cartoon character
running over the edge of a cliff into mid-air. The ground can be
interpreted as the esoteric world of value relations; our Pierrot
Lunaire as the sum total of values-in-process; and the imaginary
plane on which he runs as the enchanted world of modem
capitalism itself, a net woven by monopoly regulation, with its
control over wage increases, its management of mark-up rates,
and its credit money. The cliff-edge is not as sharply defined as it
would be if, after a certain point, values-in-process were no
longer able to increase by supplementary surplus-value; a cari-

|
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cature situation that Marx called ‘absolute over-accumulation’.
In reality the ground has registered a slight decline, a continued
deterioration in the conditions of profitability, since the mid-
sixties, but nominal incomes continue ‘as befofe’. We can clearly
see Marx’s ‘gradual accumulation of divergencqs’, whose central,
‘generic’ role in the development of different forms of crisis was
examined in Chapter Five. In fact, either valulés—in-process can
be allowed to increase nominally, on credit, in which case the
‘net’ gets further and further from the ground ;lor else genuinely
compatible value relations can be brutally reimposed. In either

case, the crisis stems from the fact that, with prices that are.

considered ‘normal’, (and which are determine by external con-
nections, for example, guaranteeing a ‘normal’ rate of profit), the

distributed incomes can no longer validate production. This is |

what Marx calls ‘relative over-accumulation’.

When the rise in nominal prices catches up
‘rate of return’, this may lead to a realization crisis in which
production levels stagnate or decline, and une pléyment rises.

‘This is what happened between 1974 and 1983, when all the

designed to make the workers pay for the crisis (or, as they putit,
to counteract the oil crisis by making households pay for the
oil shock). For a period, however — and until the late '70s, to an
extent that differs from country to country — the rise in nominal
‘cash flow’ continued to prevent the collapse of profit rates, while
the working class succeeded in maintaining| its standard of
living, and, in some countries, even improving it. This ‘accu-
mulation of divergences’ manifested itself, hs Marx said it
would, in the form of inﬂatign.

This does not mearrthat"we should see the two ‘Marxist’
explanations of the crisis — ‘the fall in the rate of profit’ and ‘the
contradiction between production and realization’ (i.e. a general

major capitalist countries in tum adopted ’?sterity’ policies

' excess of potential supply over social demand) - asbeing in the

kind of stark opposition that Malinvaud drew between “classic
unemployment’ and ‘Keynesian unemployme 1t".* For, as soon
as prices are fixed by firms trying to impose their mark-up, the
one leads on to the other. The internal relations no longer assure
more than a declining rate of profit, and the attaFk on real wages

|
|
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by a rise in nominal profits stifles demand. It is not possible to
have sufficient demand and sufficient profitability at the same
time.

It should be noted that in 1930 the crisis of overproduction was
~ adirect one: productivity gains would have assured a rise in the
rate of profit, but wages did not increase strongly enough to
constitute sufficient demand. In the case of the present crisis,
however, the root is the decline in profitability, and the reactions
of states and capitalists to this decline lead to stagnation in world
demand.

There is therefore some truth in Malinvaud’s insistence on
tracing the “classic’ nature of the current crisis in ‘the falling rate

of profit’.* Yet his problematic is entirely ‘exoteric’. First the fall _

in profits is attributed to the excessive level of other distributed
incomes, wages and interest. It then provokes a fall in invest-

ment, and as the cost of labour relative to that of capital (i.e. the -

relation between wage rates and interest rates) is too high, this
leads firms to choose ‘capital-intensive’ investment and thus to
Create fewer jobs.
Now, the econometrics of investment was unti] recently used
to argue more for Keynesian unemployment:® what principally
- determined investment was the situation and outlook of demand
rather than realized profits. The relative costs of labour and
capital were also of only moderate importance.

The basis of the problem is that class struggle within produc-
tion forces management to introduce more and more mechaniz-
ation and robots, even if there is no clear micro-economic
advantage, in order to extend -their control over the labour
process and eliminate ‘workers’ microconflicts’.” This can be
readily seen today with real wages stationary or falling, interest
rates soaring upwards and the “capital/labour substitution’ con-
tinuing apace. It is this movement itself which is bringing down
the general rate of profit, sharpening the struggle between busi-
ness profits, bank interest and wages.

2. The Two Inflationary Spirals

Let us leave on one side the question of insufficient demand and
investment, and therefore production — for, although it is the
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most serious and distressing problem in the durrent crisis, being
at the root of unemployment, it would take us beyond the scope
of this short essay. We shall concentrate instead on the infla-
tionary nature of the crisis, which stems from the great power
and very high degree of autonomy of the external connections
shaping the development of nominal incomes. Their autonomy
is maintained by the strength of the institutions of monopoly
regulation, particularly the rule of credit monkey.

Ideally the schemas in Chapter Five should be sufficient to
bring out the contrast between, on the one h d, esoteric deve-
lopment of the productive structure S(t) such that rises in pro-
ductivity, purchasing power and the composijtion of capital lead
to a fall in the profitability of capital (in the rate of return in
value), and, on the other hand, the persistencq of surface connec-
tions tending to maintain a stable nominal rate of profit and a
rise in ‘customary’ purchasing power. e mathematical
problem would be too complex, although thete can be no doubt

. about the inflationary character of the result: it would simply be

a struggle in the area of nominal incomes for : bigger share of a
‘cake’ that never grows fast enough. The same idea can be
grasped by simplifying esoteric and exoteric evelopment. We
need only assume that the esoteric structure re ains stable (with
no changes in productivity, the purchasing n}f:Fwer of wages, or
technical composition), but that exoteric co lections are based
on a company mark-up that is too high (i.e. greater than the one
reached by calculating the rate of profit through ‘transfor-
mation’). The model proposed by Nikaido and Kobayashi can be
interpreted in this way.®
These authors take the familiar production-price equations (in
the Sraffa tradition), but instead of looking at them as equations
of price equilibrium they treat them as growth equations of
‘values-in-process’. This they do by dating theprices:

pr=(1+1) Ap,, , +sl

The rate of profit r is not seen here as an unknown quantity
(dependent on internal relations: in this case s and the Frobenius
root of matrix A) but, on the contrary, as givqb at an arbitrary
level: the mark-up deemed to be ‘normal’. Furthermore, S, is
considered to be a function of prices, such that wages catch up
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prices with a delay dependent on the labour market. We can
recognize this as a variant on the simple model put forward in
Chapter Five. The prices equation is, moreover, in the form of
equation (III) in Chapter Two.
In these conditions, analysis of the differential equations
| shows that if mark-up r is greater than the ‘real’ rate of profit (as it
is determined by the esoteric laws, i.e. r* in our model), then
stagflation is inevitable.
This model, it must be noted, does not include fixed capital —

a serious limitation, since the inflationary spiral of ‘profit/cost of

living/wages’ is in reality combined with the spiral affecting

department ], ‘depreciation allowance/price of capital goods’.
For, when we look at constant capital, we find the same pheno-

menon as that which leads to latent, and then open, inflation

with variable capital, when the nominal rate of profit exceeds the ~

return in value. In fact, alongside the falling value of consumer
goods (more or less compensated by the rise in purchasing
power), the other principal ‘counter-tendency’ towards the
decline in profitability of capital is the falling value of the
elements of constant capital, particularly machinery. Now, in
-monopoly regulation, just as productivity gains in department I
appear as higher wages rather than falling prices, so the fall in
the unit cost of production goods is not reflected in a fall in

depreciation (i.e. in the cost of the use of machinery reflected in a

‘the price of commodities). On the contrary, the practice of mark-

in capital, whether its value has fallen or not. This brings both
advantages and drawbacks.

Advantages: an innovatory business is not penalized by that -

devalorization of its fixed capital which its own innovations

trigger off. Baran and Sweezy were therefore wrong in thinking -} ]

that they had found a monopoly barrier to technological change.’
In reality, the devalorization of fixed capital is drowned,
‘socialized’, in a general fall in the labour equivalent of money,
so that the most innovatory firms profit most.'°

Drawbacks: just as strict maintenance of the value of labour
power (when the rise in purchasing power exactly offsets pro-
ductivity) ends by appearing nonetheless as a nominal rise in
wages, so the rise in the technical composition of capital (the

. price level) is not sufficient to purchase the ne

!
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‘quantity” of machinery per head), despite beir’g broadly offset
by the falling value of the machinery, appears nonetheless as a
nominal rise in fixed capital costs (except in the case of a giant
breakthrough like the microprocessor revolutio ) and therefore
in the depreciation allowance for (extended) renewal of the fixed
capital.

This second spijral is all the more important as it might be
thought that exponential inflation would not affect relative
prices. Indeed, one might wonder what harm it could do to
capitalists. At least since 1970, inflation has |enabled entre-
preneurs to economize on their investments by running up
debts to households (especially wage-earners) and repaying
them in devalued money, with interest rates Ioften offset by
inflation. E

It is now clear, however, that inflationary crisis rapidly leads
to an investment crisis, because the return on the gross cash flow

" becomes less and less able to cover the accelerating cost of invest-

ment goods. The crisis always appears in the link M — C, only
here C represents productive capital." This chaking of invest-
ment seems to impose a more serious barrier thah external trade

to the development of inflation: for example, erican capital-
ism suffered from high inflation in the 1970s, despite the dollar’s
special role and position. j

Esoterically, the organic composition of capital increases — a

4 tendency that would lower the rate of profit if the value equiv-

up or full-cost pricing adds a margin to the nominal expenditure " ~ alent of money remains constant. Exoterically the nominal rate of

profit is gaised by inflation, but then the nomin depreciation
allowance (which recovers invested previously capital, ata lower
capital as it
grows dizzily in price and volume. J.G. Thomas gives a numeri-

. cal example of this phenomenon but, like M nsky, fails to

separate the esoteric root correctly. (Thomas alsg restricts him-
self to simple reproduction.'?) Statistically, one can certainly say

there is a swelling of the share of cash flow reserved for simple

renewal.'® In fact, quality surveys among businessmen suggest

that the investment crisis has occurred becausc-;; ‘there is too

much to do, everything is too expensive and capital is afraid’.!*
The drawbacks of inflation for capitalist entrepreneurs are

—

—_—

reinforced by other external connections. Within| nominal cash -

|
i
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flow, as Thomas shows, net profit is overassessed because the
depreciation allowance is underassessed, and only the net profit
is taxed. Moreover, the insufficient nominal return from the
depreciation allowance compels capitalists to finance more and
more of their new fixed capital from loans rather than their own
funds, which evidently increases their debts and finance
charges. But this is true not only for fixed capital but for cir-
culating capital too, over a shorter term but in more important
amounts; working capital (intermediate goods and wages), auto-
matically swollen by inflation, must be financed, insofar as it is
tied up in the productive process, by ever larger demands that
have to be made for bank credit.'s

The end result of all this, in the late 1970s, was a growing -

tendency toward decapitalization as insufficient cash flow held
back renewal. The nominal rise in values-in-process resulted in a
fall in their instantaneous value.

The basic defect of the Nikaido-Kobayashi model is therefore
its lack of allowance for variation in the economic structure S(#):
the matrix A and the real reference-wage remain unchanged, and
only the exoteric rate of profitr is fixed a priori higher than r*. But
the whole dynamic of a regime of intensive accumulation is one
of continuous distortion of matrix A and growth in the real wage
rate, more or less parallel with increases in productivity. Some
modification would therefore have to be made to the model by

introducing specific laws, r* (t), S* (t), r(t), s(t). This would .
involve difficult problems of differential geometry, and the task

can be left to mathematicians for the time being. Much more
important for economists is to study the dynamic of the
economic structure S(t) which led to the crisis (variations in
productivity, in the rate of surplus-value, in the organic com-
position of capital, in the allocation of capital among the
sections, in the development of the main branches of post-war
growth).'® Special attention should also be given to a rigorous
analysis of inflections in the external connections.

3. Consolidation and Inflection of Esoteric Connections

It was to this last task in particular that CEPREMAP’s research in
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1977 was devoted.!” Taking the post-war French situation, it
showed econometrically the consolidation of the exoteric con-
nections characteristic of monopoly regulation, such as those
governing the nominal income of workers| and independent
entrepreneurs, and the ‘administered’ mark-up. It succeeded in
showing that the latter was increasingly inflexible and no longer
varied with the ‘business cycle’, and that real wages were in-
creasingly linked to productivity, even'after 'Fhe official start of
the crisis in 1974. ; .
On the basis of the exoteric relations established by this
research, Boyer and Mistral were able to construct a model of the
formation of nominal prices which, when applied to the first
years of the crisis, gave remarkable results and enabled us to

. words, the model itself does not explain the cri

work out the proportion of inflation that cou
each element of income. '8

Nevertheless, the model took the developm
tion as given by the quarterly statistics for

d be attributed to

ent of real produc-
1974-75. In other

sis, but it presents

its inflationary nature in a way that is measurable.

The development of this model so as to mak:e stagnation itself
endogenous, is one important aspect of tlhe ‘research pro-
gramme’ (in Lakatos’s sense) which we are prpposing. We need
to stress, here and now, that the existence of incomes assured
independently of the realization of any corxJpsponding added
value (such as, for example, the wages of] ‘supernumarary’

. workers who are not laid off, indirect wage#, unemployment

benefit) entails very strong guarantees against the fall in real
demand. This is one of the important reasons why the present
crisis, instead of involving a thirties-style cd‘mulative depres-
sion, took the form of stagnation.' The governments of all the
capitalist countries regarded the inflationary quality of this stag-
nation as a lesser evil until monetarist policées were enthusi-
astically embraced in Britain and the United States.

At the end of the 1970s, the laws of popular income-formation
were seriously questioned in countries with conservative
governments and, under the pressure of ‘external constraint’, in
those with social-democratic regimes as well. | The new policies
do indeed slow down the rate of inflation.| But joined with
‘monetarism’ — which we shall be discussing Jater — their con-

I
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tinued implementation would inevitably unleash a serious de-
pression with untold consequences.

In fact, when German and American workers, faced with the
pressure of the crisis and ‘austerity policies’, agree to accept
wage increases below the rate of inflation in exchange for
promises of continued employment, the effect of such a cut in
their real wages is to depress first the internal market and then,
given the weight of the US and German ‘locomotives’, the world
market. The loss of internal outlets cannot, therefore, be offset by

more competitive exports, as the rest of the world is doing the

" same. (The only major exception, France in 1981-82, was good
news for West Germany and Italy.) The crisis of relative over-
accumulation worsens and swings ever closer to a thirties-style
recession.

But even the anticipated ‘exoteric’ effect is not necessarily

achieved. The slower or even negative growth in production has
disastrous consequences for productivity (since gains in produc-
tivity are largely the result of economies of scale). Despite the fall
in real wages, the wage-cost per unit of output can quite easily
not go down at all. This is what happened in the United States in

1982, and after the first ‘plan de rigueur’ in France which followed
the devaluation of the franc in the third quarter of 1982.

II. Dispersal of Productivity and Inflation

This global divergence between production and incomes is not

the only contradiction between internal relations and surface

connections to be resolved through inflation. We have described

a regime of accumulation with rising overall productivity and

constant prices which, as productivity gains fall off, changes into

an inflationary process. We can now look at the effects of
- unevenly distributed gains in productivity.

If we start from a homogeneous example, where gains in

' productivity remain parallel to wage rises, the system of prices

will, as we have seen, remain stable. This implies ‘latent -

inflation’, since a given quantity of money will buy the same
- number of commodities embodying less and less value.
However, gains in productivity do not affect all sectors simul-

|
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taneously, nor even all firms in the same sec or.?* The motor
industry rapidly became Taylorized, then mechanized and auto-
mated up to the level of Fordism. But the buildiné industryis still
essentially a classical one, and the goods and services of petty
commodity production have also registered smaller gains in
productivity.

The wage-rate, which draws up the incomes|of independent
producers and peasants, is not determined at the sector level so
much as nationally or regionally — in fact, under monopoly
regulation it is more and more determined by productivity
increases in a few leading sectors, and more specifically in the
leading firms in those sectors.?' We may therefore expect prices
to change differently in different sectors. Sectors in which pro-
ductivity gains are greater than the general ingrease in wages
may even show falling prices (as with pocket calculators) or at

least, a slower rate of increase. Sectors where productivity gains -

have been smallest, on the other hand, have a more rapid rise in
wage costs that is reflected in their price levels.?* The result is a
rise in the global level of prices. Streeten and Kolm have both
analysed this price effect: an average rise resulting from the
movement of relative prices.? But it involves a gradual decline,
in all sectors, in the number of labour-hours represented by the

1. amount of money: in some sectors because of a rise in the price of
. commodities of constant value; and in others bec¢ause of constant

prices of commodities of diminishing value. Thus, the inter-
sectorial heterogeneity of productivity gains in a given economy
may in itself be a cause of inflation.

III. The Oil Crisis

The fact that the 1974-75 recession followed theoil crisis of 1973

has given rise to a broad spectrum of theories which try to *

explain stagflation by means of ‘exogenous impacts’. But in itself

the increased cost of o0il — which is an increase in rent, and
therefore in prevalidated income — did not entail a general drop

in production: a period of adaptation was
expected, while the structure of world social
towards the new outlets offered by the OPEC co

the most to be
demand moved
untries. Even as
|
|
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regards the level of prices, classical economic theory would not
automatically point to a general rise. What the oil price rise did,
in reality, was to provide a catalyst for a crisis that was already
latent.

The distinction between the esoteric and exoteric can help us
to illuminate this controversy. The rise in the price of oil is the
appearance of a social relation — State landed property — in the
distribution of global incomes. Esoterically, what happens may

be described as a transformation of the structure of distribution )

within an essentially unaltered system of values.?* Exoterically,
it appears as an independent rise in one of the ‘component
elements’ of the prices system. The ‘accumulation of diver-
gences’ is wiped out by means of an adjustment belonging to the
mode of regulation in force.

The diversity of forms taken by the mode of regulation is
reflected in the diverse positions of most economists regarding
the possible effects of an oil price rise upon the rate of inflation.
Some economists, particularly monetarists, have argued that a
rise in oil prices would make consumers worse off and lower
their demand for other products; and ‘therefore’ that other prices
‘would fall and the overall price level remain constant. Most
economists, on the other hand, have argued that a rise in energy
prices leads to a rise in production costs and ‘therefore’ to a rise
in sale prices.

The difference between these two positions essentially reflects
two different perceptions of economic regulation. The first argu-
ment implicitly assumes regulation by competition and a gold-
money constraint. The adjustment then occurs in the C — M

' chain, so that the price of other commodities has to fall. The -

second position implies monopoly regulation, in which the ad-

~ justment has to take place on the M — C chain: inflation
- expresses the ‘accumulation of divergences’. Obviously, it is the
latter which has proved to be correct.

IV. ‘Monetary Discipline’ and the Monetarist
Catastrophe

If inflation is made possible under monopoly regulation by the
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banks’ antevalidation and the central banks’ pseudo-validation,
it might seem logical to return to gold-money, or at least to
impose restrictions and monetary discipline $o that only what is
allowed by the internal relations can be validated. But we have
already seen why the first of these courses is{impossible: inten-
sive accumulation accompanied by the development of mass
consumption cannot function under the constraint of metal cur-
rency. The growth in demand has to be stabilized to allow
regular production on the assembly-lines or lpighly mechanized
technological platforms, and this requires a %row,th in purchas-
ing power assured by distributing incomesjin anticipation of
productivity gains. If this distribution has to be regulated by the
anticipated growth of social production, then it cannot be regu-
lated by the real growth of an amount of metal-based money
which would, moreover, involve an engagement of social labour
of dubious utility. The gold-standard would then lead us back to
competitive regulation, or to the old rapid alternation of booms
and crashes. Gold-money is therefore not compatible with inten-
sive accumulation; indeed, it was the separatjon between credit
money and gold which, among other structural forms, made
post-war growth possible.

It also made possible the artificial validatio}\ of uses of capital
and a distribution of income which became [less and less com-
patible with the underlying value relations.“!

Let us turn then to the second of the above courses — the one
which has been the starting-point for the ’antiEnﬂation’ policies

of a number of governments. The precise question here is: what
will follow from a limitation of the means of vhalidation available
for realising all the surface connections anti¢tipated by market
agents? The answer to this is much more difficult.

The constraint imposed by tight-money palicies is supposed
to reduce the possibility of finding means of validation with
which to realize commodities. The idea is that their prices will be
cut, or at least will increase more slowly, if thelee are notsufficient
means of circulation and payment. But the problem is precisely :
that these prices are not determined freely; they are arrived at
through the addition of prevalidated incot[ne ‘components’,
which, as we have seen, are not merely ’aspelcts of circulation’.
They constitute coercive payments that different capitals have to

-
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make if they want to stay in production. They are therefore
conditions of production. If the prices they assume cannot be
obtained, production will not take place and an accelerated reces-
sion with continued inflation will develop.

This diagnosis implied by the theory of monopoly regulation
was soon confirmed, both at the macro-economic level (the first
years of the Thatcher government in Britain) and at the sectorial
level (the collapse of the construction sector in France, with a
sharp rise in its relative prices).

The full absurdity of this kind of orientation, however,

appears in the economic policy of the Reagan administration, at
least in 1981-82.” Reagan’s advisers wanted, at one and the same
. . e
time: -
(a) to give a new impetus to investment by improving the

prospects of profit. To do this they wanted to reduce taxes,

particularly those collected from the rich and from business.

(b) to pay for these higher profits by cutting indirect wages
(dismantling the Welfare State).

(c) to provide new outlets by boosting military expenditure.

and (d) to limit the aggregate means of validation issued by the
‘monetary system, thereby making commitments of capital much
more selective. This was to be achieved by raising money-

' market interest rates.

This action was clearly aimed as much at the esoteric (the
distribution of added value, by means of a drop in the income
guaranteed to the mass of the population) as at the exoteric
(tightening the coupling constraint by ceasing to validate the
production of obsolete industries and the access of wage-earners
to credit). ,

The policy was a complete failure. The first cuts in government
social expenditure reduced popular demand, without any initial
compensation from arms spending. Production fell and fiscal
revenue, already pulled down by lower tax rates, underwent a
further decline that increased the deficit inherited from the
Democratic administration. Military expenditure could no
longer be financed except by more State borrowing; yet the
central bank (the ‘Fed’) had been told to curb pseudo-validation.
This it did by raising interest rates, which had the twofold effect

| of cutting out more borrowers (with another consequent fall in
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social demand) and putting up the costs exoterically added into
prices. Inflation slowed down but prices did not fall, for the
simple reason that they had at least to cover rising costs.?® Thus
only production that ‘covered its costs’ |(with increasing dif-
ficulty) was able to continue, while the rest came to a halt.?
That is not all. The rise in interest rates attracted floating
capital from all over the world, pushing up the price of the dollar
in relation to other currencies, and thus increasing oil revenue,
which is fixed in dollars. The first effect of|this was to reduce the
competitiveness of American industry which, as it lost external

as well as internal markets, found itselfin
situation.

even more dramatic

]

Secondly, the rise in rent and interest| rates on the floating
capital market introduced to other countriés the same constraints
that the United States administration wasixerting over its own.
The results were similar: rising costs; grealfer difficulty in realiz-
ing commodities at a price that allowed for costs; a consequent

slowing down of inflation but no fall i

prices; numbers of

bankruptcies, a decline in production aind a sharper rise in

unemployment.
The vicious circle was now closed. Sta

in oil sales. And the decline in oil revenue (

|, .
ation, becoming less

hich guaranteed the

and less stagflationary and increasingly reFissionary led to a fall

borrowing of countries such as Mexico) brought down the stock
of ‘petrodollars’ — that is, oil company debts to producer coun-
tries. With this collapse of prevalidation there was a breakdown
in developed countries’ sales to OPEC countries, and in the main-
foundation of the world credit-money market (eurocredits, and
so on). The debtor countries could no longer either repay or

. of ‘Reaganomics’.’> Others see it as a

borrow, and the world market contracted still further.°

One could dwell for a long time on the
administration’s disastrous policies, wi
bankruptcies and vast mergers in the Un

causes of the Reagan
th their consequent
ted States, and their

denial of any independent policies to countries susceptible to the
movements of the world market, such as France.’' Some people
try to find an explanation by pointing to the simple incoherence

settling of accounts

between the expanding businesses of the American ‘sunbelt’
(Texas and California) and the old industries of the North-East

o
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‘frostbelt” which were once the centre of the world and have
proved incapable of developing new production norms. It seems
to be less a matter of weariness on the part of creditors (bankers?)
faced with interminable debts, than a fratricidal struggle
between fractions of industrial capital, some of which are better
placed than others to deal with the rigours of credit.® .

At any event, the adoption of monetarist policies in the late
1970s and early 1980s marked a refusal — political, social and
even cultural — to anticipate the future closing of the money
circuit, a refusal to anticipate the subsequent validation of
engaged capitals. We have seen that confidence in the future is
expressed in the present through investment, which in tum
helps validate past commitments of capital in the production of
producer goods. But monetarism, by drawing a line under the
period of gentle constraint, destroyed what was left of the ‘Key-
nesian’ growth of the seventies, with its pattern of 2 to 4 per cent
growth in the industrial heartlands and 10 to 15 per cent in the

-newly industrializing countries of peripheral Fordism (which is

really quite good for a period of crisis).

Monetarism was no longer prepared to wager the cost of in-
vestment against the anticipated value of the product in the
making. Like the merchant of Venice who demanded his pound
of flesh, monetarism demanded its weight of validated value.
Suddenly it transformed into outright catastrophe what had
merely been a painful shift after twenty years of hale and hearty
growth. It ripped open the safety-nets of monopolist regulation,
assailing the powerful Welfare State institutions that stabilized
social demand, and breaking the thread of pseudo-validated
values in the process. It cast into the abyss a world which, being
still enchanted with the dream of credit-based expansion, was
still actually moving forward.

Those whom the gods wish to destroy, they first make mad.
Nevertheless, men do make their own history. After two years of

- the Reagan-Thatcher tandem, under which industrial output

had plunged ten per cent in their own countries and the reces-
sion had spread to the whole world, the spectre of 1930 re-
appeared with nine years’ delay in the summer of 1982. It must
be said, however, that the international financial community
had been officially informed of the validation hierarchy (or

|
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rather, the selective devalorization hieraré:hy) that the FED
intended to follow. Roughly speaking, the idéa was to accept the
obliteration of ‘smaller’ values-in-process, and even of large
industrial values, but not to allow the bankin g system, whether
big banks or national states, to collapse. Tolkill the valufes-i.n-
process without killing confidence in the credit-money tied to
those values —that was easier said than dope: the banks had
been placed in question by the world recession. Large private
banks had, for example, become the lenders! of last resort for a
number of ‘small’ states. Similarly, when thé number of bank- |
rupt industrial firms began to multiply, the banks found that
their debts constituted a considerable propjrtion of their own
assets. , .
On 17 May 1982, Drysdale Government Securities ended in
bankruptcy, and Chase had lost 258 million gollars. In order to
calm the panic, the FED had to inject (i.e., pseudo-validate) three
billion dollars. In June-July Banco Ambrosiano, the leading

. Italian private bank, was driven into bankruptcy, and Midland

Bank and others were left with debts of 400 million dollars (owed
by Ambrosiano’s Luxemburg affiliate) for iwhich the Italian
central bank refused to accept responsibillﬁty. In July Penp
Square declared itself bankrupt, throwing its two largest credi-
tors, Continental Illinois and Chase Manhattan, into a cash-flow
crisis. The question was now seriously asked: at what point
would the central banks “ditch’ second-level banks by no longer
pseudo-validating their losses?

In fact, the question had already been posed for six months by
Poland, which, though insolvent, was still being treated as if it|
were merely behind on payments. In this way, the fiction was!
maintained that Western banks still ‘possessed’ their Polish)‘;‘%i
loans and could therefore repay their own| creditors. On 13 b
August, however, when Mexico suspended payments on its§;}
$80bn debt ($60bn of it to 1,100 Western banks), the rush started i
in earnest. All the other large debtors, such as|Brazil, announced!".}
that they were in no position to pay either interest or pn'nciPal.'W{
Indeed, with what could they have paid? Np one was buying|;
anything from them any longer. Nor would anyone lend them!
any more money. . _

The long-awaited crisis took the shape’ of a ‘dissuasion

i
it
|



N

PR

124

crisis’.** Monetarism was driving to the wall not only companies
which had long been inserted into the ‘old development model’,
but also the peripheral-Fordist states that had embraced it late in
the day. Everyone could see that their bankruptcy would bring
down the whole monetary system. And since it was monetarism
that had led the world, and particularly the United States, to the
edge of the abyss, it was monetarism that went overboard.

In July 1982 the FED changed course and gave up any ambition
to control the money supply: its objective now was to pseudo-
validate anything whose devalorization would spell disaster.
The Federal Funds interest-rate fell in two months from 15 to 9
per cent. US representatives on the Bank of International Settle-
ments and the Intermnational Monetary Fund organized a last-
ditch bailing-out of countries on the verge of bankruptcy. Elec-
tions were approaching, in the Usa and in Britain, and the time

was ripe for the luxury of a mini-recovery. Besides, stocks were

low, machinery had grown old, and the introduction of new car
models had been postponed for too long. After two years of
recession, decapitalization and devalorization, a mere return to
simple reproduction required a ‘technical upturn’.

Hermann Kahn, as perspicacious as ever, identified these
signs of US recovery (from a base lower than the 1973 level and,
for some branches, lower than the fifties) with ‘the recovery’, the
strategic breakthrough General Nivelle dreamed about on the
Chemin des Dames in 1917, which after a very short downward
phase of the Kondratieff cycle would lead to expansion until the

year 2000.%

In more serious vein, however, none of the conditions for a
lasting recovery of accumulation was present. Recent tech-
nological breakthroughs have not so far created the anticipated
gains in productivity: all that has happened is that closures and
lay-offs have, purely statistically, made some slight recovery
possible in the extremely low rates of productivity increase in
Britain and the United States. Productivity, as we know, is not
merely a matter of technology; it involves an entire regime of
accumulation, mobilizing the factors that determine investment,
growth of outlets, new forms of wage relation, and so on.*

Monetarism’s provisional retreat in the face of its own cata-
strophic consequences is surely a good thing. But no alternative
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solution exists. The crisis which had been é;erminating since the
sixties and finally burst forth in 1973 has now taken a new tum
towards a little more pseudo-validation,{and a fraction more
growth. But itis no more than a political and doctrinal mini-cycle
within the large-scale crisis, and there is a permanent risk that
monetarism will return in force.

V. Soaring Interest Rates, Paroxysm of Inflation

If the Federal Reserve Bank gives up behaving wildly and brings
interest rates down to 8 or 9 per cent, inﬂaﬁon also comes down
substantially, to 3 or4 per cent. The real raté of interest — that s,
the share of added value that accrues to b%.n.k capital whenever
productive capital draws on its cashﬂoYv to pay interest —
therefore stays at a very high level. Correlatively, the gross
company profit (what is left of cashflow after payment of finance:
charges) has become derisory (8 per cent in France in 1982, which
hardly covers depreciation). It already seems unlikely that the
fall in nominal interest rates will continue i early 1983.

It is therefore important not to overestimate the ability of the
American monetary authorities to reduce interest rates. Cer-
tainly they bear an enormous responsibility for their policies,
but as interest rates shot up, their actions only exaggerated
tendencies which were already there. _

J.G. Thomas (op. cit.) is deeply critical of the error of building
‘compensation for inflation’ into interest rates. He argues quite
rightly that the actually supported rate of interest is the nominal
rate of interest, and the so-called ‘real’ rate of interest (the dif-
ference between the nominal rate and inﬂaftion) is no more than
an accounting convention. He goes on to prgue for a reform of
credit based on the reassessment of balances and the indexation
of capital loans; rates of interest would then return to being quite
a small part of the rate of profit (traditiona‘ﬂy between 2 per cent
and 5 per cent). }

There is cause to doubt this. If the rise in nominal rates even-
tually wipes out profit rates and stifles investment, this is for a

" far more deep-rooted reason, as we have seen; it is inflation

which stifles investment, after having for a| long time (since the
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,mid-1960s) enabled investment to be kept up despite the
}’, tendency for profitability to fall. This tendency to fall is an
; esoteric fact which refers to production, to the regime of accumu-
" lation. Rising interest-rates are only a reflection of that sequence
| in monopoly regulation, where credit-money has the status of
! legal tender. Just as it is not inflation that erodes the previously
I fixed depreciation allowance — that erosion being merely the
{\ exoteric expression of an intrinsic devalorization — so it is not
the rise in interest rates that impedes valorization but the valor-
ization difficulties that are reflected in higher interest rates.

But whether values-in-process are suddenly devalorized
through bankruptcy, or whether it all happens more gently
(because the new plant that they can purchase out of cashflow
has less value than that in which they were incoroporated before
and whose output sales have brought a purely nominal growth

in cashflow), the monetary symbols wagered against those

values still have to flow back, with interest. What is left to the
productive sector only shows its diminished power of reaccumu-
lation. As to the increased income that flows back to the banks, it
merely makes up for the monetary symbols that do not flow back
because of bankruptcies. It would therefore be a pipe-dream to
finance industry out of the ‘fabulous gains’ made by the banks
between 1980 and 1982, when it seemed as if all surplus-value
would be swallowed up in interest. Maybe that would make
some sense with the surplus-value of capitals still in production,
but the banks also had to absorb the wiping-out of other values-
in-process, in the form of debts that could no longer be repaid.*’

The current rise in interest rates is therefore the concentrated
. expression, specific to credit money, of the devalorization of
i values-in-process. By the rise in the ‘actualization rate’ that it
implies, it depreciates the fictitious capital (shares and deben-
tures) which measures the assets tied up in fixed capital. On the
other hand, to the extent that it raises the total amount of
incomes to be prevalidated, it discourages firms from tying up
constant capital in increasingly massive and complex machinery
that is less and less profitable. And finally, when stagflation
begins to pass into open deflation (depression in volume, but
not necessarily in price!), a rise in ‘real’ interest rates functions
like the good old collapse of prices in the classic crash, and the

~ scale crisis of capitalism.
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problem once again becomes one of ‘validation at any price’.

Mirshkin studied the movement of nomin

interest rates and

inflation over a long period of time.*® He showed that there is a
negative correlation between ‘real interest rates’ and inflation

(they decrease when inflation goes up), and

at they were very

high at the time of the 1930 crisis (because prices fell) and very
low (often negative) after the 1974 recession| It is a pity that

when the real interest rate soared despite the fagt that prices wer
uld certainly have
noted that the difference between the 1930 crislis and the present|

Mirshkin did not have the benefit of the dj{ta for 1980—1982e,[

still rising, though at a slower rate. He wo

one is that there was no pseudo-validation i

great deal in the latter. He would also have identified the change

of direction about 1980 which has brought u%

style crisis (values-in-process killed by falling prices in the
ties).
|

thirties, and by rising interest-rates in the eig

the former and a

closer to a 1930-

Monetarism has shown us that there is no lohger any basis for

the certainty that ‘things will get back to no

leaders of the capitalist world, from those wh

al’, the atttude

‘which prevailed throughout the seventies in [the minds of the

o announced the

end of the crisis in 1976 to those who are still waiting fora ‘return
of health”. The validation of previously committed capital is
becoming a suspect exercise. There is no more lending to pro-

ducers, only to sellers. Monetary constraint
simplest form: C = M. Now money, real mone

It does not matter whether it is gold or
credit-money. Entrepreneurs are prepared to
surplus-value and more to bank capital in orde
tied-up values-in-process back into money.
knock-down prices, financing stocks at exh
these are two modes of regulation, two forms

tightens over its
y, is needed.

pseudo-validated

give up all their
T to convert their
Selling stocks at
orbitant rates —
of currency, two

modes of expression of the same hidden necessjty to annul those

capitals-in-process which no longer have a pl
regime of accumnulation. They are two expres

ace in a coherent
sions of a large-

|

Y
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Note to the English edition:

As the above diagnosis was written in 1983, it would be rather
dishonest to modify it retrospectively. However, the assessment
of the 1983-84 US recovery needs to be more nuanced.

Firstly, the recovery took on considerable dimensions, evenifit
did not wipe out the effects of the stagnation of 1979-81 and the
subsequent monetarist shock. Secondly, it would be wrong to
think that a simple policy of Keynesian ‘laxity’, involving budget
spending on armaments, brought the United States back to the
Carter years. Important changes took place at the esoteric level of
the economy. Fixed capital was modernized. There was a further

segmentation of the labour market—between a sector enjoying -

more or less guaranteed employment in return for stagnant

income levels, and a sector subjected to the worst ‘flexibility” in

its conditions of employment. The division of value-added
shifted significantly to the benefit of profit, and to the detriment
of both wages and tax revenues. This rise in profits favoured
investment, but the accumulation regime only came to an end
_ because of a rise in credit purchases by individual consumers
(housing) and above all by the State (armaments).

Starting in 1983, deficits were no longer financed mainly
through growth in the money supply (i.e., through pseudo- or
ante-validation) but through ‘pumping’ of the savings deposits
of the rest of the world, which was required to finance both the
federal government deficit and the trade deficit. This was
achieved by means of a sharp new rise in real interest-rates in the
United States—a rise which, as we have seen, is inherent in the

attract capital. The high level of real interest-rates has prolonged
the difficulties of peripheral Fordism (except in Asia) and main-
tained stagnation in Europe.

In one sense, then, it would seem that US capitalism pulled 3

itself out of crisis only by hitting hard at one section of its own
wage-labour force, and by transforming the capitalists of the rest
of the world (except in the Japanese zone) into rentiers. This
raises doubts about the stability of the accumulation regime now
being installed, and suggests that the 1985-86 period will witness

ST

present form of crisis but is aggravated by the competition to - g |
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Conclusion

Throughout this work we have been follow.ing with curiosity,
then with anxiety, the take-off of our fetishized economy, that
network of movements and behaviour woven b‘y agents on the
basis of production, accumulation and distribution. .

Today this enchanted world is slipping tov‘vards a nightmare.
Deficits are increasing and interest rates soaring, yet u.n.employ-
ment is rising as well. Some governments therefore think their
first priority should be to get the economy’s feet back on the
ground, much as one forces a sleepwalker to wake up. They
believe that if they refuse to monetize debts and to Pseudo—
validate’ the corresponding production, then 9ap1tahsts and
other market agents will be forced to return to solid grognd and
to adjust to the only norms of production and Fonsumphon that
are compatible with the exhaustion of the eérher model and the

|l new technological revolution. And they f;hmk the best way to
§ prevent this monetization is by using the interest-rate weapon.
I hope that we have shown that there is no excuse for their
* dangerous ambitions except their actual powerlessness. If the
money supply contracts and the credit economy collapses‘:, it w?ll
spell disaster for Third World debtor-nanops and\.for firms in
branches that are either stagnating or setting off in searclr} of
those famous new nomns. It would also, of course, hav_e terrible
consequences for the workers in those branches and Thud World
countries. Nor would it offer any likelihood of a solid future, or
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not yet exist. For, although the market can stabilize fluctuations
around a regime of accumulation, a general collapse of antici-
pations and a rush for payment in cash are the worst conditions
for the emergence of new technological and social forms; one
throw of the dice will never abolish chance. To precipitate the
‘coupling’ of the fetishized economy with a chaotic social and
technological order is bound to trigger the spirhl of recession.
The ‘summer at the edge of the abyss’ provided a provisional
lesson in 1982. In practice the monetarists have had to decide to
absorb the (insolvent) debts of the largest debtors. A world crash
has been avoided, though perhaps only for the|time being.
- It must be stressed, however, that a more relaxed budgetary
and monetary policy would do nothing but defer the moment of
coupling and the inevitable adjustment of the fetishized
economy to new trends in the social division tf labour. At any
event, the crisis of Fordism, — which involves rising fixed-
capital costs for ever smaller gains in productivity — renders
incompatible the old surface connections and the rates of profit,
wages and social security which existed a short time ago. At the
most, greater policy flexibility would allow reorganization to be
carried out more smoothly, until new norms (;F‘production and

automatically set the economy on a developmegt model that does

exchange are in force. How this is to be done, and what the new
norms should be, is a different question. ; But the ‘harsh
measures’ being -applied today could lead Straight to cata-
strophe, as in 1930; and it may be left to the suryivors of the next
world war to decide on the new norms. ,

‘Soaring inflation’ is not a disease in itself. It it the symptom of ||
a disease: the exhaustion of a regime of accumulation. One day J/
the enchanted world will find its feet again,| but there are a
number of different ways in which this could h ppen. In Marx’s
words, which we quoted earlier: ‘Productivity itself changes and
changes the conditions [of production]. The conditions, on their
part, change productivity. But the divergenc!es are reflected
partly in superficial oscillations which even themselves out in a
short time, partly in a gradual accumulation of dfvergences which
eitherlead to a crisis, [to a] violent, seeming restoration of the old
relationship, or very gradually assert themselves and are recog-
nized as a change in the old conditions.’ |
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To recognize and impose new conditions, that is the whole
problem. As Pomian lucidly explains it, the crisis of money and
credit is a ‘crisis of the future’, or to be more exact, a crisis of the
futures guaranteed by the State which issues credit money of
legal tender:

The future is literally injected into the present in the form of paper
money which, powerless in itself to satisfy the slightest appetite
here and now — except, of course, the hoarder’s — enables each
one to be satisfied at a later date, after it has been exchanged for
commodities. The two thousand years and more of monetarized
economy are also a history of the present’s increasing dependence
upon the future. The time-lag between raw material and finished
product, production and consumption, the decision to invest and
the returns, work done and payment received, and so on, has been
growing longer.
At a critical moment in the history of money, the transition from
metal to paper indicated that an inversion was operating, as the
future supplanted the past as the guarantor of commitments
undertaken. . . . Traditionally the value of money lay in the
weight and nature of the precious metal it was minted in, and
individuals could always weigh and test it, despite the prohibi-
tions of a State which required everybody to trust in the money
howeverbadly it was used. . . . Paper, on the otherhand, only has
a liberating power to the extent that it is guaranteed by an issuing
institution, and this guarantee consists in an assurance that it can
be exchanged for precious metal or commodities. It therefore
refers primarily, if not entirely, to the future. It no longer invokes
the wisdom of long experience which teaches that gold and silver
are safe values; it now calls upon people to trust in the con-
tinuation and solvency of the issuing institution, to gamble on the
favourable outcome of history ... In reality, it presupposes,
usually without the protagonists” knowledge, a degree of organ-
ized violence which, if necessary, can be used against anybody
who refuses to accept the symbols of supreme power. Against
- anyone, that is, who refuses to acknowledge the State as the
ultimate guarantor of the economic future of the nation as a whole
and of the individuals who compose it. Or, rather, of the future,
pure and simple.

The 1970s in the world, and 1981 and 1982 in France, mark the
failure of government attempts to maintain the Welfare State
based on an anticipation of the harmonious progress of social
productivity and social consumption. All attempts based on
‘revival through demand’ failed. The reason for that, as we

Conclusion 137

know, was that the crisis of the productivity]of capital no longer
covered the social counterpart. The message .Leems clear enough
today — there is no way out of the crisis without a new wave of
p-rodl.lctivity increases. Although the concept of ‘labour-value’ is
fi1sm1ss.ed nowadays, productivity, its mathematical opposite,
1s unanimously acclaimed. Just like the ’proglress of the produc-
tive forces’, yesterday’s precursor of the gu.ﬁag in French ‘New
Philosophy’.

No Marxist, and nobody with any comr{'\on sense, can be
opposed to productivity. Why not make mork in less time, after |
all? The problem is that technical productivity is too serious a
matter to be left to technology. Productivity is not primarily the |
business of electronic chips and bacteria. It has to do with people |
and their relations both inside and outside work. Any state
which leaves innovation to the initiative o private business- |
men, or which reserves to itself only the promotion of techno-
logical innovation, is liable to suffer defects tHat will be different
from, but even more serious than, that which overtook the
Welfare State.

The need above all is to Jook for, organize| and develop new |
rela.tions between people in the reproduction of the conditions of
their existence, and to reject technologies lthat turm human
l.ab.our into a ‘producing machine’ of dubious overall produc- ||}
tivity in favour of technologies which enable the producer to |
;etake control of his or her own creative activitly. And since there |
1s a crisis in mass production for mass cons ption, we need,
too, to find a way of living happily which is not based only on the
consumption of objects.

This is not just the concern of the State wl}ich is anyway no
more than the institutionalized concentration of the hegemony
of a class bloc. Some proposed solutions to the crisis will go
against the wishes of the mass of the people. The crisis of social
provision could quite easily be resolved, foxJi example, by en-
couraging domestic labour to take over the fuhctions which the
Welfare State has gradually commodified. the old (i.e. old
women) could look after young children, the sick, and the
casualties of life, just as they used to do for thbusands of years.
But will women allow this to happen? The peoples of the Third
World could buckle down to the mechanical jobs of Fordism, for
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pre-Fordist wages, leaving brain-work with its high sala/n'es to {. APIPENDIX
the North-West. But will immigrants and workers in the ‘newly ,
industrializing countries’ accept this swindle?

\ |
The catastrophe that threatens the exoteric, fetishized THE VALUE CONTR VERSY:

is the s tom of an underlying, esoteric crisis in . )
:ggina? rrlg,ations on }:;F:)rld scale. The organization of a new.world _ Pa]_‘tlal B al ance he et an d
is a political matter, but it is up to the social movements to invent ‘ i)rospects
it. And they will have to shatter the state forms which are v

opposed to it — by using creative violence, if necessary, to save
the world from the violence of destruction.

) " This section was first presented at the Colloque Marx at the Ecole des
Hautes Etudes en Sciences Sociales, Paris 1983.

The revolutionary movement in the
present period is looking for new
foundations with a broader appeal. We
don’t want anything to do with
. orthodoxy, and we’d be delighted if we
4 could get by without Marx. As far as our
: struggles are concerned the labour
theory of value is totally threadbare.
Antonio Negri, Marx beyond Marx

There is a curious paradox which any discussion;of the Marxist
theory of value, in France, in December 1983, ig bound to en-
counter. On the one hand, from listening to politicians of all
parties, or from reading the economic press, it woyild appear that
~the theory, in its most vulgar form, had becofnle universally
accepted. It is taken for granted that prices and campetitiveness
are determined by the labour time necessary tp produce the
commodities, their ‘labour value’ (or its mathemaltical converse,
productivity'); that the way out of the crisis lies irl the reduction
of this labour-time; and that the distribution of ad{:led value (and
Iore especially the rate of profit) depends upon the length and
. intensity of labour, the purchasing power of wages, and, in
short, the ‘rate of exploitation’. Yet in the small wiorld of econo-
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mists or associated intellectuals who have a smattering of
Marxism, even those with the least to contribute feel qualified to
criticise the mistakes, logical fallacies and insoluble contra-
dictions in Marx’s economic writings. And the theory of value is
where they begin. To use Jon Elster's words ‘these analyses rest
on two main supports: the labour theory of value _and the theory
of the falling rate of profit. Both have been conclusively shown to
invalid.”
be’ICnc;inclusively’ is too strong, of course: noboc.iy can just‘ decla’rci
an end to a debate of this sort, let alone write an ob1t-uary'.
Besides, the theory of value has come under attack before in
earlier ‘crises of Marxism’, usually in terms of the same argu-
ments, as summarized by Labriola: ‘He was not able to go
beyond Hegel, he relapsed into the romanticism of Rousseau, he
never succeeded in freeing himself from Ricardo and Adam
Smith." Nevertheless Elster is right; no theoris:cs any longer dare
to regard the labour theory of value as auth01:1tat1ve, or at leas;
not in the vulgar form in which it appears in the writings o
‘bourgeois’ commentators. Nor do any m111tants_ (such as they
are in France) dare to use it as a justification for their struggle. Y_et
there has never been so much controversy over val.ue as there is
now among ex-Marxists and semi-Marxists, particularly those
who used to be politically active. The number of essay-
collections is mounting up, and books appear every month con-
structing a new theory of value. The difference is that the?e
writings are not militant in their approach; at bfest they merely
echo a militant dispute against orthodox Ma.nqsm dur.mg the
seventies, one which no longer exists as an organized social force
i ce.
mgrna: phenomenon might be said to explain the ot.he'r. At the
time when the ‘new workers’ struggles’ of the sixties were
agitating the old world, everybody took for granted .thc(ei v};ﬂgati
theory that labour created all value and was exxl>101te L by n(;
receiving the whole of what it produced. The organic intel-
lectuals’ of the movement abandoned the acad.em.1c controversy
over value in order to concentrate on more crucial issues, such as
the organization of labour in the factory, class alh:alnces, and so
on. The theorists of the other side were free to artlcula‘te altern-
ative theories without receiving any critical attention from
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Marxists. However, when the current crisis developed in
Western Marxism, for quite different reaso s, it was the most
academic debates (about the perennial ‘transformation
problem’, for instance) that provided an honourable exit route
for the political realignment of a section of|the intelligentsia,
while the most straightforward organic intellectuals of the
Opposing camp no longer had any qualms about insisting on
‘economic laws’ that linked value and profit to the conditions of
production and distribution of the fruits of labour. After all, the
nature of this link was no longer a matter of pol;itical controversy.
In a situation of this kind, a committed in;e]lectual who has
been done out of a militant job but has taken advantage of the
time at his disposal to assess the weaknesses of the vulgate
theory has only two courses open to him. Ejther he can com-
pletely disregard the problems by a headlong voluntarist flight
into the future, glorifying revolt and affectin contempt for the
scientific claims of the vulgate. This is what Negri does in the
passage quoted at the head of this article, aq]d what Sorel did
after the crisis at the turn of the century.® Or else he can take the
opportunity to rework the theory, as Marx himself did between
periods of militancy. If it was not for that h would not have
written the Grundrisse or Capital or any of the texts that form the
basis of the current controversy. Those writers who take this
course today will then distance themselves, to a greater or lesser
extent, from the written evidence of Marx’s OWT development.
This is why it is difficult to assess the debatelover the ‘Marxist
theory of value’. Which Marx is being ta].Led about? Can
Marxism be reduced to an Organon? One often comes across
expressions, particularly in writers hostile to Marx, such as: ‘It is
well known that for Marx . . .". But in fact it is well known to
Marxists that both one idea and its opposite can often be found
in Marx’s work. Worse still, subsequent developments in
Marxist thought which clarify or correct so ething obscure,
incomplete or obviously wrong in the Organon,|find themselves
politely brushed aside with a comment like: ’Tﬂat may be valid,
but there is nothing in Marx to allow us to assume that he would
have made that interpretation.’® Marxists are thu,]s driven into the
position of guardians of a dogma, so that they can be shown up
as mere ‘dogmatists’ or supporters of a false sciq;nce, rather than
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as genuine ‘scientists’. And if they are unfortunate enough to
contribute to the development of theory, especially if they recog-
nize some of the criticisms, then they seem to be subjected to a
very harsh tribute. It is a fate they share with others, as Chomsky
has pointed out: ‘This kind of criticism brings out the difference
between the natural and the social sciences. The social sciences
don’t have the intellectual content of the natural sciences, and
they are to a great extent overlaid with ideology, and person-
alised. It is taken for granted that ideas in science are going to
change: it means you're learning something. It isn’t like
theology. You don’t make pronouncements that you adhere to
unchanged for the rest of your life. But in the social sciences
positions are often personalized. When you’ve taken up a
position you have to defend it come what may. It becomes a
question of honour not to change, that is, not to learn anything:
if you change your position you're accused of being proved
wrong.”’

In this article we shall try to assess exactly what the ‘changes of
position” mean in Marx and his more or less explicit followers, as
well as in the work of opponents who resort to ‘internal’ criti-
cism,® and in that way to provide some perspectives on the
current controversy. This is obviously a very ambitious project
which can only be fulfilled partially, both in the sense of in-
completeness and in that of partiality. It will be incomplete

because it will avoid straight marxology and an analysis of the.

Kautskyist and Stalinist middle ages (except to note the origins
of today’s debates), and will focus instead upon the controversy
as it has developed in France and, where it forms a relevant
background, in the English-speaking world. Moreover, I shall
limit myself to discussions of value in its narrow sense, as it
appears in developed, and therefore capitalist, commodity
economies; I shall not deal with the forms external to capitalism,
nor to any great extent with the problem of the ‘value of labour-
power’. But this article will also be partial in the other sense,
because I am not a neutral observer of a debate I wish to fuel, and
because I shall use my own predilections in selecting and asses-
sing not only past contributions but, more important, the
current approaches which seem to me the most ‘interesting’, in
Chomsky’s scientific or Veyne's aesthetic sense of the term.

" I. Groundwork

- relations of magnitude.
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_The most useful way of organizing this evaluatory perspective
will be' to begin with the standard Marxist terminology and
Propositions, as they appear in a not espeé"_ially luminous
reading of Capital. This preliminary groundwork will occupy the
IflI'St section. Then a separation will appear betwgen a debate on
magnitude’, with implications for the ‘substance’ of value
(sect}on two), and a debate on the substance/form relation
(section three). In the fourth part I shall gpen up some
approaches towards the ‘semiotics’ of value.

A first-hand reading of the final version of Capital,® even a fairly
hasty one, gives something like this.
P.oznt I: commodities have both a use-value (their utility)
which comes from their ‘natural form’, and a %alue which i:;
“expressed as their exchange-valye against other commodities or
money (which we shall call relative price and nominal price)
Point 2: the substance of this value possessed by commodities is.
the abstrgct labour socially necessary for their production, and
the magnitude of value is the quantity of this substance. Polint 3:
the'value formor form of value (as distinct from the forms of value.
which are moments of this form) consists precis ely in the fac;
that social labour takes these forms, particularly the forms of
exchange-value, price and so on. Point 4: comm !dities do not
exchange according to relative prices that are proportionate to
their value relations, but in accordance with marke} prices which

_ are dependent on the process of adjusting produgtion to social

demand. Point 5: these prices gravitate around praduction prices

- which integrate the norm of equal rates of profit within capital-

ism, and which are reached by ‘transformation’|of the value

j['hes_e are the concepts involved in the debate. The first sur-
prise, if we look back, is the discrepancy betweén the ‘inner
del.)a‘te’ in Marx’s own head, as we can reconstrugt it from his
wrniting=, and the subsequent controversy. For this standard
reaaing omits at least two of Marx’s concepts, ‘market value’ and
va_luc-m-process’. Next, while Marx himself almost always
skims over point 2 as if it could be taken for granted, the whole
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debate around Marx’s concept of value has to do ultimately with
this point, and therefore by extension with point 1. Point 3, on
the other hand, which is at the heart of Marx’s treatrr nt of the
debate, only came to the surface again quite recently.'® Point 4,
similarly, crops up often in Marx’s work, and he wanted to
devote a whole chapter to it, yet it too has only lately been
rediscovered. Point 5, however, which Marx deals with in
eighteen pages of Volume Three of Capital, takes up almost tt}e
whole of the Anglo-Saxon debates, and regularly, from Bernstein
and von Bortkiewicz to Steedman and Elster, leads to the
announcement that point 2, and Marxism as a whole, are
‘invalid’.

The explanation for this paradox lies both in a permanent
tendency and in particular historical circumstances. Marx con-
sidered that classical political economy, from Petty in 1667 to
Ricardo, had already made it possible for points 1 and 2 to be
established (despite some waverings that are discussed i.n
Theories of Surplus-Value''). For Marx, as for modern economic
commentators, the connection between labour, productivity and
value is self-evident.

All that palaver about the necessity of proving the concept qf value
comes from complete ignorance both of the subject dealt' with and
of scientific method. Every child knows that a nation which ceased
to work, I will not say for a year, but even for a few weeks, would
perish. Every child knows, too, that the volurpe of products cor-
responding to the different needs require different and quali-
tatively determined amounts of the total labour of society. That
this necessity of the distribution of social labour in definite propor-
tions cannot possibly be done away with by a partz'cular _form gf
social production, is self-evident . . . And the form in which this
proportional distribution of labour asserts itself, in a staFe of
society where the interconnection of social labour manifests 1tse}f
through the private exchange of individual products of labour, is
precisely the exchange-value of these products.

Science consists precisely in demonstrating how the law of_ value
asserts itself. So that if one wanted at the very be'ginmng to
‘explain’ all the phenomena which seemingly COI‘lt'I'adlf:t that .law,
one would have to present the science before science. It is precisely
Ricardo’s mistake . . ."? .

He analyses the mistake as follows:
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]
It is one of the chief failings of dlassical politi¢al economy that it
has never succeeded, by means of its analysis of commodities, and
in particular of their value, in discovering the form of value which
in fact turns value into exchange-value. Eveniits best represent-
atives, Adam Smith and Ricardo, treat the|form of value as
something of indifference, something external to the nature of the
commodity itself. The explanation for this is népt simply that their
attention is entirely absorbed by the analysis of the magnitude of
value. It lies deeper. The value-form of the product of labour is the
most abstract, but also the most universal form of the bourgeois
mode of production; by that fact it stamps the bourgeois mode of
production as a particular kind of social produ¢tion of a historical
and transitory character. If then we make the mistake of treating it
.as the eternal natural form of social production, we necessarily
overlook the specificity of the value-form, and consequently of the
commodity-form together with its further developments, the
money form, the capital form, etc.*?

Marx’s explicit aim is therefore to conceptualize the value-form.
The main thrust of his theoretical work is directed to this task,
and to the elucidation of capitalist exploitation in terms of
surplus-value and the analysis of the capitalist organization of
labour. Of course Marx also witnessed the attacks on the Ricardo
school, which focused on his error in trying to relate relative
prices directly to value (which contradicts the equality of rates of

- profit). This forms the basis of Bailey’s attack, in which he

reconstructs relative prices without any reference to value; but,

as Marx saw, Bailey was at least trying to give serious thought to
the value-form:

Like his predecessors, [and his successors! A.L.] Bailey catches
hold of Ricardo’s confusion of values and costi{prices in order to
prove that value is not determined by labour | . . Bailey’s book
has rendered a good service insofar as the objections he raises help
to clear up the confusion between ‘measure of value’ expressed in
money as a commodity along with other corm'Lnodities, and the
immanent measure and substance of value. But if he had analysed
money as a ‘measure of value’, not only as a quantitative measure
but as a qualitative transformation of commodities, he would have
arrived at a correct analysis of value. Instead of this, he contents
himself with a mere superficial consideration of the external
‘measure of value’ — which already presuppqgsed value — and
remains rooted in a purely frivolous approach tq the question.'*
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Marx is here using a distinction in the concept of measure which
is very similar to Hegel’s;'* we have ‘external measure’, which
relates the quantities of two qualities to each other, and
immanent measure, which is founded on the substance (or
quality) common to the quantities, of different qualities. Thus
heat can be measured by a quantity of a quality which is entirely
external to it (as in Tonnes of Oil Equivalent), or in immanent
terms by the quantity of its substance, energy (in Joules). Marx is
therefore criticizing Bailey for his reduction of the theory of
exchange-value to one of external measure. This provided a new
opening for ‘vulgar economics’, which calculates prices and
revenues with prices and revenues, and explains exchange-
value in terms of relative utility. Vulgar economics, from Walras
to Debreu and Samuelson, did not reach its mathematical
maturity until after Marx’s death — which is why he never
devoted a great deal of attention to it.

Marx dismisses both Bailey and Ricardo (although he thinks
more highly of Ricardo) because, as we have seen, they are only
interested in quantitative measure. This is precisely the general
tendency of those economists who, through the debates on the
‘transformation’ of values into prices of production, fade out the
whole ‘substance/form’ problematic, at least in the anti-
metaphysical context of Anglo-Saxon thought.'® In fact in the
atmosphere of analytic philosophy, the formalizing of quanti-
tiative exchange relations lies at the heart of the debate, because
of an uncritical acceptance of the existence of use-values and
exchange relations. The debate is not without interest, however,
and we shall be examining it in the second section.

In France, by contrast, the new surge of interest in Marxism in
the sixties was deeply marked by structuralism and direct
analysis of the relations of exploitation, as one might expect from
the political intensity of the period. France only became involved
in the quantitative controversy in the seventies, when its con-
clusions started to become influential and seemed to spell the
end of the labour theory of value. Whereas a small number of
Marxist economists put up some resistance, the majority moved
along an endogenous dynamic from a naively substantialist
position to a purely formalist conception of value. We shall
retumn to this in section three, but it should be recorded here that
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the Marxist perspective identified with the école de régulation has
madg considerable progress in studying the|concrete processes
of price formation (point 4) and that these developments have
had a certain influence on French approaches;to the value debate
proper.

IL “Their Attenion is Entirely Absorbed by Analvsi
of the Magnitude of Value’ Y | Y e

|

Marx believed that his transformation theor} provided the cor-
rective to Ricardo’s error. Normal relative prices could not be the
relations of value, as that would lead to unequal rates of profit,
even if the rates of exploitation remained the same. Not that
Marx denied that this happened, of course, but it could not be
the regulatory reference for a capital that n}gved between the
branches of production. In his solution, surplus-value was re-
allocated among the branches in proportion to the commitment
of capital. Marx knew that there was a mathernatical flow to this
solution, since the capital commitment would have had to be
re-evaluated in terms of prices of production] But it is clear that
he did not regard this as a major weakness.

His critics, on the other hand, immedia ely subjected his
Whole argument to attack, asserting that either values or produc-
tion prices had to be the regulatory magnitude‘_; of relative prices.
This attempted refutation appeared again with the crisis of
M.arxism at the turn of the century. Then, in 19jé8 it was answered
with great clarity by I.I. Rubin, who pointed out that the concept
of the law of value as the regulatory princiI'Jle of commodity
economies had to be further specified for capitalist commodity
economies, in which abstract labour was re ocated to the dif-
ferent branches via the commitment of capitals.

Thus, if in the third volume of Capital Marx gives the theory of
prgductzon price as the regulator of the distribution of capital, then
this theory is linked to the theory of value in two ways: on one
hand, production price is derived from labouzi-value ; on the other
hand, the distribution of capital leads to the distribution of social
labour..h}stead of the schema of a simple coinmodity economy:
productivity of labour—abstract labour—value—distribution of social

labour, for a capitalist economy we get a mote complex schema:
|
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productivity of labour—abstract labour_value-production price—distri-
bution of capital—distribution of social labour. Marx’s theory of pro-
duction price does not contradict the theory of labour-value. It is
based on the labour theory of value and includes this theory as one
of its components. This is clear if we remember that the lab9ur
theory of value analyses only one type of production relation
among people (among commodity producers). However, the
theory of production price assumes the existence of all t_hree bgsm
types of production relations among people in capltahst society
(relations among commodity producers, relations between
capitalists and workers, relations among individual groups of
industrial capitalists)."’

Rubin’s approach is very modern in the way that it structures
different production relations (the commodity relation, wage-
labour). It also has the enormous advantage of eliminating one
false track, first opened by Engels, according to which the law of
production prices historically succeeded the law of value.'*
Rubin did not, however, unravel the mathematical problem left
unsolved by Marx.

1. The Standard Solution

Advances in algebraic knowledge, and an exclusive focus on
quantity, led to a restatement of the problem and to the standard
solution made famous by Sraffa and Morishima.'? If we allow the
existence of n productive branches homogeneous in their con-
ditions of production,® exchanging their products with one
another and buying labour power ! at price s, then we could
express and solve the two systems of equations enabling values v
and prices p to be calculated:

Dv=Av +1
(I p = (@1 +r) [Ap + sl] Morishima)
or II") p = (1 + 1) Ap + sl (Sraffa).

Subjectively, some of the ‘algebraic Marxists’ who adopted this
solution thought they were working for the greater glory of Marx
(or Ricardo), and against the ‘neo-classical’ synthesis’. But
Samuelson and more importantly Steedman (In Marx after Sraffa)
were quick to underline the devastating consequences of this
solution.
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(a) Given that equations (II) and (II) can be [solved simply on
the basis of the ‘technical’ data A + [, and wages (whatever form
they are given in), there is no longer any purpose to equation (I),
and the labour theory of value becomes ‘redundant’.

(b) In addition, system (I) becomes ambiguous as soon as one
branch produces a number of goods: the labour theory of value is
therefore not exact. Even worse, if several branches produce the
same goods, one can arrive at negative values (the problem of
‘joint production’). i

(c) If we now try to state the theory of e%ploitation more
precisely, defining the value of labour-power ¥ by the value of
basket d consumed by the wage-eamer, equaﬁ?n () will read:
() p=(1+r)[A+dx]]p g
the equation of a closed technical set (von quumann says), in
which the value of labour-power (and thus the rate of exploita-
tion) also disappears, although the rate of ptofit can still be
calculated. If we persist in bringing the two systems together, we
find that in a currency where the sum of prices is the sum of
values, the sum of surplus-values is not generally the sum of
profits. This puts paid to the idea that the revenue of the non-
productive classes comes from the division of s irplus-value.

(d) In the form (II) or even (]) of the equations, labour has at

peanuts or energy,

(e) The Cambridge Sraffians, in order to show their superiority
over the neo-classical synthesis of Cambridge Mass., argue that
labour has the privilege of being materially quantifiable whereas
the elements of capital require prices before they can be aggre-
gated. But even this argument appears to fall,|as labour is no
more homogeneous than capital.

In France — which, as I have said, is the basic focus of this
article — little attempt was made to challenge the conclusions of
‘neo-Ricardianism’ or ‘algebraic Marxism’ from within. Much
more often, one saw a hasty retreat in the direction of the debate
on substance and form, in the name of a critique; quite correct in
itself, of the economism that dominated the other debate.

- bottom hardly any claim to privileged status, irw‘ relation to, say,
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2. Surplus or Surplus Labour?

When it faced result (a), compounded by the conclusions in (c), a
whole current in the English-speaking world accepted Samuel-
son’s ‘consolation prize’ of the ‘Seton-Okishio-Morishima
theorem’, according to which the rate of profit is positive if and
only if the rate of exploitation is too. In other words, on the basis
of the technical possibilities of matrix A (its ‘productivity’), there
is a profit if wage-earners do not consume the value of all they
produce. One might have guessed . . . This theory of exploita-
tion ‘without a theory of value’, which is based on a concept of
‘surplus’ and recommended by Steedman himself, leaves open
various other problems. Why, for instance, should wage-earners
recover all the fruits of this productivity? But ‘theories of ex-
ploitation’ are not really part of the value debate proper.?'

In France, Benetti and Cartelier brusquely rejected this com-
promise, and criticized what they saw as the gross mistake of

-using the same symbol, I, to represent the quantity of abstract
labour in equation (I) and the quantity of manpower hired in
equation (II), the two quantities being ‘incommensurable’
because they occupy different spaces.* For the same reason (and
this time Marx himsélf was called into question), it was absurd to
try to establish equations disputed in (c) of the type ‘sum of
prices = sum of values’.

In fact Marx derived his theory of surplus-value from a distinc-
tion between ‘abstract labour’ embodied in the product and
‘labour-power’ (the ‘commodity’ from which abstract labour is
derived). He was scathing about those who thought that ‘it is an
inherent quality of human labour to fumish a surplus-
product’.” But instead of correcting the error of the algebraic
Marxists, Cartelier and Benetti drew a whole tendency into the
hunt for Ricardjan elements in Marx’s work.* The classical
economists, now read anew through Sraffa’s eyes, were
absolved of any responsibility for the labour theory of value, and
all hope was abandoned of linking labour-value with the system
of relative prices. This denial in fact led to nothing but a barren,
esoteric Marxism, fit only for scholastic controversy and quite
incapable of concrete analysis.
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This is precisely the criticism that Salama leveled at these two

authors.?® He also very aptly condemned the manoeuvre by
which academic economists like Samuelson were able to
disguise their profound rejection of Marxism as an internal
critique of the weaknesses of Marx’s model of transformation.
But under the cover of apparently justified criticism (the alge-
braic solution constructs real exchange relations without posing
the problem of money, while values are always expressed in
prices), he revives Marx’s ‘bad’ argument that, given the
constant fluctuation of prices, there is no point in rigorously
attempting to discover what ‘normal’ exchange relations, at
equal rates of profit, would be. The important thing is to study
the actual tendency of the equalization of rates of profit; and to
contrast Chapter Ten of Capital Vol. Three| (on equalization
through competition) with Chapter Nine (on transformation).
‘ This argument clearly does not settle the debate. For although
1t is true that competition is waged in money prices, the problem
of regulatory prices and their relation to the mlpgnitude of value
still remains unanswered.

If we want to extend the Benetti-Cartelier ritique construc-
tively we need to return to Marx’s study of the ‘fetishism of the
price of labour’. Wage labour is not in suBstance a market
relation involving exchange of products between private pro-
ducers: it is a sui generis relation,** by means oflwhich the wage-
labourer puts his or her daily labour capacity at the disposal of
the capitalist fora period A determined by the age contractand
foran intensity ¢ determined by the disciplina‘yry running of the
enterprise. This availability thus takes the form of a commodity
relation, but does not have the same content. On the other hand
it does presuppose the existence of true commodity relations,
since wages are exchanged for subsistence goods.

_ The datum ‘I’ stands for the quantity of labour at an average
Intensity determining the representative prodiiction operation
(A,]). By definition therefore we are dealing witH abstract labour.
But what enters the production costs in equation (II) is the
quantity m of manpower bought by the capitalist. The wage
relation extracts the quantity ! from m according to the ratios e
and A, which vary from one branch to another, and from one
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year to another, even when there is no technical change.?” This
correspondence may be expressed mathematically by an ‘ex-
ploitation tensor’ T.

The specification of this tensor in (II) thus re-establishes that
the theories of value and exploitation must logically precede the
theory of prices, and also explains the change of space which
worried Cartelier and Benetti (or change of ‘dimension” as the
physicists would say, being used to carefully handling magni-
tudes of different qualities in the same equation).

3. Joint Production

The mathematical paradoxes posed by joint production (in-
definite or negative value) have not attracted much attention in
France.?® Nor do they make any sense for Marxists. In the system
of equation (I), if for example two technologies were to compete
in producing two goods of value v: and vz in quantities a and b,
there would be no justification for writing:

avi + b vz = (value of constant capital) +1: because v: and v:
are both, in the Marxist view, measured by the time which
society as a whole (and therefore not just branch No. 1) devotes to
the production of v: and vz . The mass of abstract labour spent in
producing these two goods can only be defined by weighting the
two technologies according to actually validated production, and
even then the ascription of this social labour to the (postitive)
value of each of the two goods poses a problem which has no
necessary solution, any more than does the ascription of costs,
either in ‘reality’ or in capitalist theories of management.?® It
therefore does not require a solution in Marxist theory.

The real problem behind this mathematical game is the hetero-
geneity of branches, as much from the point of view of the
use-values produced as from that of the technology used by the
firms and the determination of the social validity of supply by
demand. This question, as Itoh notes, is the subject of Marx’s
theory of market value, a stage in his theory of competition
(point 4 in our ‘groundwork’).* ‘

This problem has attracted the attention of several writers
directly concerned with definition of the branches: the statis-
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ticians of INSEE, like Guibert, and the specialists in industrial
economics at SIFI, IREP, etc, such as Billaudot.>' In Guibert's view,
value can be defined only for the branch, as the site of social
homogenization of heterogeneous techniques|and continually
replaceable goods (as, for example, the petro-ch;mical industry).

Billaudot believes that the heterogeneity is sometimes so
complex that it becomes necessary to distinguish between
‘branch” and ‘industry’ (as in the examples of hydraulic and
nuclear electricity). The coexistence in the same branch of indus-
tries with different ‘current tendential production norms’ clearly
demands special conditions of competition, as in the case of
Eléctricité de France.

4. Value of Labour Power, and Surplus-Value

We have seen how the Morishima-von Neumann type of solu-
tion to the problem of the transformation of variable capital (on
the basis of a basket of goods and wages assessed on the one
hand by value, on the other by price) weakenelfi the validity of
the two ‘Marxian equations’ (sum of value = sun:Lof prices, sumof
profit = sum of surplus-value) which however were a rather un-
sophisticated reflection of this theory of value and exploitation.
In order to discuss these equations (and to clear up Benetti and
Cartelier’s objection of ‘incommensurability’), V\Le need todefine
the quantitative relation between unit of mor ey and unit of
value. Marx implicitly (and cavalierly®?) ma.kesT;t equal to 1, so
that the first equation is meant to express the fact that no value is
lost or created in simple circulation. The reality is precisely the
opposite. Since no commodities are exchanged for money ‘at
their value’, the purchasing power of money varies with the
particular commodity for which it is exchanged | Thus, to define
the ‘value equivalent of money’® implies the creation of an
average, and therefore of a certain weighting.| Yet the ‘trans-
formers’ have not even bothered to define ’sv.!1m of values of
what’. Duménil and Foley stress that it could only involve net
product.** The first of Marx’s equations in facﬁ‘v expresses pre-
cisely the choice of the unit of money so as to assess the added
value of the period by the same number (in valu? and price).

|
{
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But then two definitions of the value of labour-power become
possible as soon as we consider that wages are paid in money
rather than ‘one-basket vouchers’: it can be defined either as
value represented by wages, given the value of the monetary
equivalent; or as the value of the uses to which the wages are put.

Although both measures are ‘immanent’, the weighting which
defines purchasing power in money-value is not the same. .Con—
sequently the measure of surplus-value is not the same either,
and one has to choose one or the other.

Rather than give the matter serious consideration, the stan-
dard solution plumps blindly for the second: the value of labour-
power is the value of the wage uses. From there it is easy to show
that ‘the value of the sum of the uses of profit must be surplus-
value’, whereas the ‘transformers’ are surprised that it does not
equal the sum of the profits. This would in fact only be pos§ible if
the weighting of the value of the commodities bought with the
profits was the same as that of the net product.? If the sum of
profits actually does exceed the sum of surplus-values (on
average, according to the weighting which defines the monetary
equivalent of value), it is simply that the profits more systemati-
cally buy commodities whose price is greater than their value!

In 1978-79 a new solution to the transformation problem was
proposed, based on the first definition of the val'ue. of labour-
power.*¢ It restored, seemingly without contradiction, all the
results that Marx had predicted economically but not demon-
strated in mathematical terms. It was extended without difficulty
to fixed capital and rent,*” to joint production,*® and used mathe-
matically to refute Okishio’s theorem.> _

But beyond its mathematical success, the new solution also
provided an effective critique of the ‘economism’ of the Sraffa-
von Neumann-Morishima solution, with its ‘production of com-
modities by commodities’ (including labour power, a COT)-
modity produced by feeding with the basket of wage-goods*)
and its measure of commodities by an arbitrarily chosen cur-
rency. The debate which led to the new solution, by contrast,
emphasized the non-commodity nature of wage-la.lbour and
opened the way to analysis of the social constitution of the
monetary equivalent and its ‘value’.*!
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5. Peanut Value %
The economism of the standard solution and of algebraic
Marxism had been strongly criticized by Bowles and Gintis,*
who pointed out that, using the form of equation (D or (II'"), one
could equally well express value in terms of any primary source
(such as steel or energy) or of anything in the wage-goods basket
(such as peanuts). They used-this to disprove thefew incidental
arguments in Marx’s work where he tries to justify the reduction
of value to labour as ‘the only element common to commodities’

" and to emphasize that the wage relation cannot|be reduced to

commodity production.
This kind of argument had a great deal of success in France as
well as in English-speaking countries. It opened the way, in fact,
for an elaborate analysis of non-commodity conditions of repro-
duction of the wage-earning class, through the family and the
‘state.*’ The feminist critique of orthodox Marxism, in particular,
used its arguments to attack the unpaid exploitation of women

~ through domestic production and, more generally, the imperial-

ism of value as the exclusive representation of labour — an
extremely wide-ranging debate which we shall not go into here.

However, by removing labour from the determination of
exchange-values except at the level of the wage, relation, this
critique left open the question of value in the ;’sim_ple’ com-
modity relation that forms the very basis of the Marxist debate on
value. For there was never any doubt in Marx’s mfind that value
was linked to the commodity form of organized jsocial labour,
and his critique of political economy to the communist aim of

4 abolishing commodity alienation. Denis may describe that
' * position and aim as ‘Feuerbachian’,* but they rem@in a constant

factor in Marx’s work. The few sentences whict Bowles and
Gintis select for criticism are not at all representatilIre. Marx does
not try to reduce value to labour, because ‘any chilc?l knows that’;
instead he tries to grasp why labour appears in the form of value,
and he looks for the answer in its form of socialization. Now, as
Facarello points out,* if it were a matter of seekin;in the value-
form only a process of socialization, then Marx could have found
two ‘substances’ to socialize in Hegel’s Philosophy of Right:
utility as well as labour. The General Equilibrium theorists take

i
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the first route, but as usual ‘their attention is entirely absorbed
by magnitude’. Without going quite so far as that, many French
Marxists are veering more and more towards abandonment of
the labour-substance of value.

This necessarily distances them from Marxism. If Marx does
not try to prove that ‘what is to be socialized is labour’, it is
because the proposition is integral to the whole of his anthro-
pology, and that of historical materialism. And like any funda-
mental proposition, it is not proved: it is stated and, at best,
justified, in the style of Popper or Claude Bernard for the prac-
tical sciences, or ‘aesthetically’ or pragmatically in other dis-
ciplines.

6. Heterogeneous Labour

The above considerations put into perspective the question of
heterogeneous labour — that is, labour which embodies a skill
specific to one branch (horizontal heterogeneity) or to a complex
function within one branch (vertical heterogeneity). As soon as
one allows that exchange and wage-earning can socialize dif-
ferent labours, one is admitting that the reduction of complex
labour to simple labour is done by monetary circulation ‘behind
the backs of the producers [who see it as having] been handed
down by tradition’ (Capital Vol. One, p. 135).

Equations of type (I) or (II), which presuppose commodity or
wage socialization, take no account of this problem. If the
‘reduction’ has not already been made in the definition of  and
w, they calmly agree to carry it out, provided they are given the
exact quantities and prices of the different degrees of skilled
labour, and the coefficients of reduction. In that way horizontal
heterogeneity can be reduced by given coefficients of reduction
from the quantity of necessary labour to the socially recognized
value in the labour: there will be a ‘consensus’ which enables the
blacksmith’s labour to count as a times the mason’s.* Similarly,
the value and price of the different skills of labour-power will be
given as different. 7

Can we go on to specify these coefficients quantitatively on the
basis of the theory of value itself? Marx does not. Rubin formu-
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lates a solution which appears to be in line witH Marx’s general
inspiration: on the one hand we need to include, in the social
labour time which measures a product’s value, [the ‘required’”’
training time involved in producing a skilled worker; this
required time is agglomerated with the direct labour time by
giving it a greater "specific weight’. Similarly, the labour neces-
sary to reproduce workers who are being trained is agglomerated
with the value of their labour-power. There|is no reason,
however, why the two coefficients of agglomeration should be
_ thesame.

Although this solution is theoretically impeccgble, it has very

~ - little practical interest. For, the most important part of training is

produced in a non-commodity way, by the fami;ly or the State,
and there is no reason why this required labour should be
expressed as value, or why it should even have !a reproduction
~ value. That does not in the least prevent the c¢onstruction of
matrices of the necessary labour at different degrees of skill, nor
the evaluation of the required labour and its cost — an exercise
very well carried out by Baudelot, Establet and others.* But in
doing this they were not claiming to solve the pr’ blem of value
created by complex labour. Besides they showed that the price of
skilled labour bore only a distant relation to the cbst of training,
and was more an expression of the ‘social rent’ o rmered by the
modern petty bourgeoisie. F
Faced with these difficulties Billaudot (op. cit.) decided to
assume contra Rubin that the values created by eterogeneous
labour were in proportion to the price of the corresponding
labour powers. Value, he argued very actively,|is created by
collective labour, and the aggregate value is a]loca’ted among the
different segments of skill through struggle over LlLe grading and
~wages structure. There were serious flaws in this pproach, but
although it shared the tendency to solve proble;Lns of labour-
value solely in terms of wage labour, it did introduce the influ-
ential idea of a rebound effect of the prices-and-incomes space
upon the ‘shaping’ of the space of values.
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II1. From the Substantialist Reduction to the
Formalist Aspiration

In our assessment of the debate about magnitude we saw a
constant tendency for French authors to shift their ground . Fgced
with the difficulty of moving from the value of commodities (an
immanent measure of their substance) to their price (expressed
in money), they mostly did not try to solve the problem so mu(j.h
as to deny the validity of the way the problem had been posed in
the English-speaking world, or even to deny that there was a
transformation problem.*® Their criticisms were relevant. in
themselves, particularly when they were directed at ec9n0m1sm
or logical empiricism. They also defined more precisely the
concept of commodity, stressed and sometimes overstressed that
labour-power and money were external to the world of com-
modities,' and advanced the debate on the conceptual analys1.s
of exchange. But their failure to deal with the problem of magni-
tude had an unexpected result: they abandoned the pole of
substance and slipped irresistibly towards a purely formal and
subjectivist theory of value. '

This movement has to be related to the ideological changes
that took place in France during the seventies. In an am'.lospltle.re
of declining mass struggle, and social and economic crisis,
interest was deflected away from the organization of labour, the
extraction of surplus-value and the exact class distx.'ibutiqn of the
surplus product, towards the very forms of being—1n-soc1e.t¥ and
the modes of socialization of individuals and their activity.*
This took one of two directions: either a deepening discussion of
how socio-economic reproduction operated, starting with the
Marxist framework of antagonistic class division and the contra-
dictions of market economy (this being the approach of the
Regulation School); or else a direct analysis of the socializ.ation of
‘private subjects” which ultimately overvalued the ‘horizontal
contradictions between competing individuals, and between
individuals and society, at the expense of the ‘vertical’ contra-
dictions between rulers and ruled.*

Our reservations do not concern the literary nature of this last
work (badly camouflaged as it may be beneath a deluge of com-
plicated notations), which is doubtless shocking to devotees of

|
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‘algebraic Marxism’. Guibert has recently shown ’that the study
of form can draw on high-level mathematical t chniques and
produce non-trivial results.>* There is more call to be hesitant
about the outcome, which is a retreat from labour and produc-
tion, and a highly sophisticated return to theories of subjective
value. Researchers must of course be supported ir} their right to
develop and change their ideas, but we still have to draw up a
cost-benefit analysis of their evolution. |
Here again we have to be clear about the starting-point and
trajectories in question. Within the limited optic of this over-
view, the point of departure has to be classical Althusserianism,

{  -as expressed in Lire le Capital.> Now that the |French intel-

ligentsia has spurned Althusser, along with Spinoza, Hegel and
Marx, as so many ‘dead ducks’, the importanceJZ of this book
needs to be re-stated, first for its contributioiﬁ in making
Marxism intellectually respectable and worthy of attention, and
second for the methodological richness of its argument. With
regard to value theory, however, it must be said that the book
strengthens a vulgar version which defines val le as abstract
labour extorted from the "bearers’ of the function ‘labour-power’
by the actual reproduction of the structure, and Iredistributed
among the different classes according to forms Wwhich ‘exter-
nalize’ and ‘dissimulate’ the (conceptual) rea.litir of surplus-
value. It was possible for very interesting analyse$ of class rela-
tions to be developed from this definition. But the analysis of
value-form remained extremely primitive until| Bettelheim'’s
Economic Calculation and Forms of Property appeared in 1970. A
.- position that became too weak when the validity of the Marxist
~ solution to the problem of externalization, transformation, was

~ Three different reactions to this ‘substantialism may be con-
sidered particularly important. The first, classid ally Marxist,
approach tried to reconstruct the route, well-travelled in the
other direction by reductionists, which leads fr?m labour to
value-form. The second, "hypercritical’ current, outlined above,
pushed the critique of ‘Ricardian’ substantialism|so far that it
included Marxism as well and ended up in formaljsm and sub-
jectivism. The third approach turmed to the great theorist of the
development of forms, Hegel, as its starting point. |
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1. The Substantialist Reduction and its ‘Marxian’
Critique

In Reading Capital Althusser takes the famous quotation from
Marx: ‘The best points in my book are: 1) the two-fold character of
labour, according to whether it is expressed in use-value or
exchange-value. (All understanding of the facts depends upon
this.) It is emphasised immediately in the first ;hapter; 2) the
treatment of surplus-value independent of its particular forms as
profit, interest, rent, etc.”*® Althusser then goes on to fievote teps
of pages to the second point, which he compares with thfe dis-
covery of the substance of oxygen behind the forrp of ph'log13ton,
but he does not say anything at all about the first point. Four
years later, in his 1969 preface to Volume One of Capital, he offers

his well-known advice to ‘leave aside’ the first chapterina first

reading of the book.*’ '

The task of analysing ‘value’ devolved upon Macherey in the
1965 edition of Reading Capital, and he did it by ‘reduction’.
Commodities (A,B . . .), he argued, have different utilities, dif-
ferent use-values, which stem from the natural form conferred

- on them by the concrete labour that has produced them. Yet the.y
are exchanged in given proportions, A = B = and so on. T%'us
relation of equality is artificially created by exch.ange, .wh1ch
appears as a sort of ‘scientific experiment’. From this relation we

have to ‘deduce’ the common element which makes equality
possible: namely, the ‘labour in general’ that society expends to - -

produce them. The form of the relation, the exchange-relation,
and the form of ‘value’, ‘exchange-value’, are no more than ways
of testing the substance of value — general human labour,

abstract labour. And the equality in the relation between two -4

commodities is only a test of the relationship between each

commodity and the general labour time necessary for its produc-  -if

tion. If we wanted to look really serious about it we could write:
A=B«——vA)=v(B)=t '
Now, this reading does correspond in part to what Marx him-

self wrote. He did construct the elements of a rigorous theory of §

the measure of commodities by reducing commodities to a sub-
stance that was itself measurable by a positive number — hence
his frequent references to Riemann’s measurement of surfaces.
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In just the same way, concepts of ‘force’ or energy’ are con-
structed in books about physics or thermodynamics, by abstrac-
tion from their natural form. :

But this reading fixes the commodity as something with two
sides which have nothing to do with each gther: the side of
use-value, natural form, concrete labour, and the side of value,
value-form and abstract labour. They no longer appear as con-
tradictory but as ‘disjoined” (Macherey), like two sets of deter-
mination which do not affect each other (e.gl, a handkerchief
that is both red and cotton). Exchange is then a means of reveal-
ing the value substance, but this substance, being the product of
human labour, is in fact eternal: it lends an ’a.rltediluvian exis-
tence” within other modes of production (Marx, Grundrisse, P-
101), and as for the wealth produced by Robin:gx Crusoe, ‘those
relations contain all the essential determinantsiof value’ (Capital
Vol. One, p. 170). Give or take a few ‘oversights’, that is also the
basic position of classical economics and algebﬁaic Marxism.

What is left unclear is the fact that these determinations have
to take the form of value in commodity societies, whereas the
labour time spent by Robinson Crusoe or a serf in satisfying their
own needs, or those of the lord, is nothing but the allocation of
their working day. Equally unclear, therefore, dre the contradic-
tions which try to resolve themselves in this form, and the
‘fetishism’ which operates through this representation of human
labour. :

The avowed aim of Althusserian reductionisLn is precisely to

avoid talking about fetishism, an aim which is subordinate to
the other much-vaunted purpose of combating humanism and
the notion of the subject. Ranciére’s task in Lire i Capital (1965) is
to reduce fetishism — that is, the representation of labour and
class relations as value, profits, etc — to the simple [metonymic]
‘appearance of a structure within a space which is not homo-
geneous to it’ (p. 45); this is ‘the form through which the process
of production exists for the agents of production’ (p. 114). A
necessary illusion, but an illusion all the same. [In fact, Ranciére
does not bother to analyse the function of thisiform of appear-
ance, as he would then have to reintroduce reial contradiction
into production relations, and worse still; contradictions
between the motives of agents (‘subjects’!) and iheir place in the

|
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structure. It would then become clear that this form is the con-
dition of existence of the structure and of the reality of the
process. .

One way to transcend reductionism is to reaffirm that the
exchange-value/use-value couplet does indeed constitute a con-
tradiction, and that the contradiction is resolved through
money. This is, for instance, the position adopted by Salama (op.
cit). And it is also predominant in Marx’s Contribution to the
Critique of Political Economy.

In this text Marx considers that, in the same way that bodies
have a mass, so do commodities have a value substance in
addition to the natural form derived from their use-value. This
substance is the direct crystallization of social labour. Marx then
launches into an intricate discussion in order to explain how and
why this contradiction between use-value and exchange-value is
resolved. In exchange a commodity has to appear both as a
use-value (otherwise there will be no demand for it) and as an
exchange-value (otherwise it will not be exchanged). In the end
he decides that exchange-value is only “latent’ or ‘theoretical’,
before exchange takes place. And he ‘finds’ the solution by
indicating that there is a commodity whose use-value is to be
exchange-value: that is, money.

In the course of his preliminary work for Capital, particularly
in the 1862 manuscript of Theories of Surplus-Value, Marx
becomes convinced that this is not really a contradiction. More
precisely, he comes to believe that it is not this but another
contradiction which is resolved in exchange; and that this first
contradiction is only constituted as such by the interference of
the second with the double determination of the commodity, as
use-value and product of labour.®® Let us look at this more
closely.

If we say that the substance of a commodity is its crystal-
lization of general social labour, then we admit that the labour it
contains is directly social. However, the labour expended pri-
vately for the production of a commodity, by a commodity
producer, only becomes social labour through exchange. This is
why Marx, in the Contribution, talks about ‘social labour in the
latent state’. Before exchange, commodities have nothing but the

‘essential determinations’ of value, and they only become value i
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when they take the form of exchange-value by béing exchanged.
The Point, therefore, is not to ‘reduce’ value to labour. Rather
the ob]e;tive contradiction of social labour — when it appears ir;
cqmmodzty economic formations as the sum of fall the different
kinds of private labour (which are carried on i dependently of
each qther ...  (Capital, 1, p. 168) — is resolvl(ed through the
reduction of concrete labours to abstract labour as the condition
and consequence of their exchangeability. Itiis this abstract
!abpur which takes the form of value — as so ething inherent
in its products and regulating their exchange. iValue is thus a
formal substance’, as in Aristotle’s conceptioniwhich Marx so
greatly admired: the unity of a matter and a form.*® Not only is
the notion of substance without form unthinkal:&le, but without
form §ubstance becomes evanescent; it is not’through direct
analytical accounting for time spent but thro gh the formal
_ System of exchange-value (set out in the second section of
Chapter One of Capital) that substance ‘appears’ and is ‘affirmed’
as value.®® The ‘matter’, abstract labour, is certaiq’ly in contradic-
tion .to concrete labour, but this manner of abstraction is only
relative to the formalization operated by the commodity relation.

The contradiction which is resolved in excharige is therefore
not:

“use-value/ value’
or ‘concrete labour/abstract labour’
‘but ‘private labour/social labour,

And it is this contradiction which transforms the first into one
of ‘use-value/ exchange-value’. The commodity therefore has not
a ‘double’ determination (1: useful object; 2: product of human
labgur), but a ‘triple’ determination (3: produced privately for

~society). This discussion may be summed up in the diagram
overleaf.

Thl.s analysis, it seems to me, clears away several false debates.
The .ﬁrst of these concerns the role of ‘use-value’. We have seen
tha.t itdoes not contradict value, in the logical sense, but is posed
as its opposite.®! If value is the form of socjal labour, its true
contradictory is private labour, which itself includes its concrete
na‘ture as creator of use-value. The resolution of tiqe real social/
private contradiction implies social validation ( Capiital, L p. 159)

[
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Figure 1
In all periods {conditions 1and 2)
useful —use-value
Object analysis of
product of labour ----------- - —- > value

determinations

Commodity society {conditions 1,2 and 3)

affirmation

useful — use v. I 1
Commodity product of labour value —— value form
private/social

| resolution manifestation JA

of the use-value: exchange performs this sanction, as well as
commuting products of equal value.** Social utility is not, therfe-
fore, solely a ‘container for the value content, as Dognin
believes. It is the condition of it; which does not prevent the
quantity of labour — but socially validated labour — fro_m
being the sole determinant of value. In fact, ‘use value at t]:‘1e spc1al
level’ becomes in Volume Three ‘social need quantitatively
determined’ by the schemas of reproduction (what we would call
the regime of accumulation) defined in Volume II. Tl'}e encounter
between this social demand and the supply of private labour
determines for example how many cars will be sold — 50 that
inefficient production processes, and even surplus units of the
models most in demand, will not be validated. In that case, the
labour which has gone into them will be deemed unsocial, and
their value will be wiped out.®* But this doe§ not mean, as
Dognin believes, that ‘as he passes from micro- to macro’—
economics Marx abandons the objective theory of labour-value’.

|
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Unsold cars have as much utility as those whicH are bought: it is
their production which is said not to be social. |

The second false debate refers to fetishism| ‘vulgar econo-
mics’, ‘commanded labour’, and so on. We haye seen how the
Althusserians saw this as a matter only of (negessary) illusion
and representation. And we have just seen that if ‘the com-
modity-form reflects the social characteristicd of men’s own
labour as objective characteristics of the products of labour
themselves . . . and [their relation] to the sum total of labouras a
social relation between objects’, that is the real fqrm of resolution
of the social/private contradiction. ‘The labour of the private
individual manifests itself as an element of tht:a- total labour of
society only through the relations which the act of exchange
establishes between the products, and, through their mediation,
between the producers. To the producers, theréfore, the social
relations between their private labours appear as what they are,
i.e. they do not appear as direct social relations between persons
in their work but rather as material [dinglich] relations between
person and social relations between things.”* |

More pragmatic than referential, this function of value is more
accurately a function of exchange-value, price letc. The whole
‘enchanted world’ of prices and incomes is the form taken by the
resolution of the problem of how private subjects fit into a
socio-economic reality in which they enforce their rights. Marx’s
‘esoteric’ analysis shows the internal social r, lations which
underlie and limit these rights and demands (the social division
of labour, the division of society into classes, anj so on). But the
‘exoteric’ world that is woven by these plans, calculations and
signals, is the only ‘reality’ (Wirklichkeit) in {which agents’
motives and actions find a place. In the final section of Theories of
Surplus-Value, where Marx takes furthest his inve‘rstigaﬁon of the
abstract in the concrete, he recognizes the full legitimacy of this
‘economics of external connections’, although hjscalls it ‘vulgar
economics’ by virtue of the fact that it only systematizes the
representation of the daily practice or ‘habitus’ of market agents.
The traces of the plan to reconstruct such an ‘exote ic’ econormics,
with transformation theory as the cornerstone, are too many to
list here®”. But Marx drew our attention to them Ias early as the
first chapter of Capital. ‘The categories of bourge‘ois economics
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consist precisely of forms of this kind. They are forms of thought
which are socially valid, and therefore objective, for the relations
of production belonging to this historically determined mode of
social production, i.e. commodity production.’*

2. Hypercriticism and the Formalist Aspiration

The dominant current, rapidly becoming convinced that ‘the
transition from value to price does not exist’ (Mouchot), took a
different path,*” rejecting the substance (labour) and just keep-
ing the form of socialization of a ghostly, private, ‘something’.
This tendency may be traced back to Baudrillard, who set out
in Pour une critique de l'économie politique du signe to extend
Marx’s critique of the reification of exchange-value to use-value
itself.®® Presenting this as a move beyond the commonplaces of
vulgar Marxism, he argued that to allow the existence of objects
of (objective) utility, and of a theory of needs behind (social)
exchange-value, was to fall into the ‘trick of form, always veiled
beneath the obviousness of content’. In Le miroir de la produc-
tion,*® however, Baudrillard moved into hypercriticism. Now it
was Marx himself who, by suggesting the existence of ‘produc-
tion in general’ behind its manifestation in value, had substan-
tivized a ‘production-form’ — a ‘rationalist political illusion’

quite as open to criticism as the bourgeois objectivization of

form/appearance as value.

This aspiration of all content for pure social form sketched out
the direction that the whole of the present-day ‘critique of poli-
tical economy’ was to follow. Fradin’s thesis provided the de-
parture point.” Since nobody had correctly achieved a value-to-
price transformation of the concrete objects of neo-classical or
neo-Ricardian mathematical economics, it was enough to
suggest that exchange, the social reality, permuted only the
social substance (value) and not the use-values given in physical
terms before the exchange. Fradin attacked this presupposition
as ‘the nomenclature hypothesis’.

Despite the absurdity of some of Fradin’s arguments,”* there is
a real problem here of which Marx, and many Marxists since
then, have been well aware.” The question of nomenclature, of
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‘use-rules’, and of the identification of commadities on offer
within the infinity of intermediate products of social activity, is
posed by Marx at the outset. He assumes that as a general rule the

answer is already given, and can be understood
society the legal fiction prevails that each person,

: ‘In bourgeois
as a buyer, has

an encyclopedic knowledge of commodities’ (Ca

pital, Vol. I, p.

126). But he correctly lays stress on the fact that value form

enables a commodity which ‘claims to satisfy

account’ (p. 201) to be validated or rejected.

newly arisen

this fluidity of

need, or is even trying to bring forth a new n_{_:e\d on its own

nomenclature is nonetheless relatively fixed in ‘recognized

elements of the division of labour’. How this| recognition is
obtained, like a seal affixed by society but not necessarily in
commodity form, has been the subject of recent{studies, parti-
cularly among statisticians following Marx or Bourdieu.” As to

the social dynamic of these ‘investments of form’,

~ large part of Volume One to its relevance for pro

and the theorists of intensive accumulation and r
extended this to take in consumer goods as well.’

In short, to start tackling production and comm
either assumes that the problem is already solved
of exchange, or is designed to secure precisely thd
new product or process in the social nomen
remains the potent idea that what is individually p
market subject is the value that he wants to have :
This notion is given support by Deleplace, Be
telier,”” who sidestep nomenclature hypothesis
concrete production. They reject the homo faber ¢
ropology, believing that social science can study
of socialization.

In their view, commodity society is characterize
ation of social and private. ‘Market subjects’ woul
acknowledge something. We do not know wha
something isomorphic to continuum) but essentil

Marx devotes a
duction goods,
egulation have
odity exchange
in the moment
validation of a
clature. There
roposed by the
aicknowledged.
netti and Car-
and thus also
)f Marx’s anth-
only the forms

d by the separ-
d like society to
at (unless it is

y it is some-

thing that comes from them, something they possess, or some-
thing they are and which they ‘self-proclaim’ tb be worth so
much, demanding an equivalent right over the s&elf-proclaimed
value of other subjects, everything else is a question of counter-
balancing. Labour, then, disappears as the origin of commodity-
J
i
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value, coming onto the scene only with wage-earners, a compact
homogeneous bloc composed of undifferentiated, non-
commodity elements. The valuation of what is proclaimed is
nothing other than its monetary name, so that the currency
serves as both substance and form of socialization.

Now, this idea of self-proclaimed value does have something
profoundly right about it: the anticipation, the quest for .their
sociality, is thus inscribed in the heart of independent subjects.
But the contradiction of their reciprocal relations, expressed as a
simple juxtaposition, is left in a state almost as lifeless as the
coexistence of subjects in general equilibrium theory. All that
remains of the contradictory unity of commodity production, the
contradiction between social and private, is its form, a self-
proclamation looking for acknowledgement.

While admiring the virtuosity of this theory of an economy
with no content apart from the practice of accountancy, notabl_y
without production, Guibert rejected it as a ‘debate which is
both harmless and useless, because it has neither object nor
point’.”® Surprised by the passivity of money of account among
these separate but scarcely conflicting subjects, Gu.ibe1jt irom:
cally suggested that Cartelier and Benetti should bring in Rt.ene
Girard, arguing that his notion of sacrificial crisis inaugurating
the social was very similar to the process of selection and ex-
clusion of money in Marx’s commodity world. Guibert’s irony
was not entirely unfounded. His own doctoral thesis follows the
approach outlined by Goux in a seminal article,”” and compares
the symbolism of value with that of the totem as described by
Freud and the anthropologists (which is another track I shall not
pursue here). But Guibert sees the economic as the foundation of
the symbolic, and so he is prevented from deriving the forms pf
the commodity relation from general ahistoric forms of rivalry in
the way that Girard does.

This fertile suggestion has been taken up by Aglietta and
Orléan,” who adopt the ‘formalism of value’ position, but put
rivalry struggle and violence between agents at the heart of The
social bond. Dismissing ‘labour value’ as so much ‘Ricardian
dross’, they explicitly reject the notion of any ‘substance’ behind
the form of commodity exchange. Unfortunately, even Aristotle
knew that there could no more be sensible form without

|
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substance than vice versa. To imagine ‘exchange as a process of
socialization which does not presuppose a sfcial substance’
necessarily implies that, as they are throwing labour out of the
door as the thing that is socialised, another ‘substance’ is coming
in through the window, the ‘desire-to-be’ fragmented by the
‘lack of being’. This ‘decisive step forward in modern anthro-
pology’ (Girard’s!) fills the same role as utilityland scarcity in
neo-classical theory; but instead of subjects alw%ys seeing their
interests as already constituted, interests are here constructed in
struggle through mimetic violence which defines what is desir-
able and determines its scarcity.

Itis not worth spending much time discussingthe ‘cost’ of this
development. Removing production from the theory of value
takes us back to the production-less economics of which the
general equilibrium theorists are so fond. It is sighificant that the
best and most pertinent sections of Aglietta and Orléan’s book

~ are the ones that deal with speculation. But when they come to

/

the rest of the crisis, all the Marxist ‘dross” whose importance
Aglietta himself had shown some time ago comes to the fore
again: ‘surplus-value’, productivity, devaloriza?:ion of capital,
etc.

It is more interesting to look at the space this current has
opened up for new thinking about money. We know that Marx
frequently stressed that there could be no pure r?oney-symbol:
true money, for him, is a true value. He concedes that a purely
symbolic money is adequate for the measuring functions of
values, and even as a means of circulation in 1e case of legal
tender (‘everything depends on the first step’ he?otes in Capital
Vol. 1, p. 224, more accurately than he realizes),|but he retains
the money commodity (gold) for the functions o hoarding and
payment and, most importantly, for world trade,!the last refuge
of ‘absolute value’. The dematerialization of mon y that he does
allow is the responsibility of the ruler: ‘the symbol of money
must have its own objective social validity. The paper acquires
this by its forced currency’ (p. 226). But to admit that credit-
money, for example (which Marx was aware ¢omprised the
greater part of the balance of trading houses), c:ould help the
‘clearing’ between asymmetrical accounts, and that one might
take drafts on current production in payment for true money,

|
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would have been to admit that all commodities could arbitrarily
become money, that is, that their production could be said to be
directly social.

The hypercritical current has affirmed the commodity
subjects’ power of self-proclamation,” analysed the polarization
mechanisms of social discretion over the object of value, empha-
sized the regulatory role of sovereignty in the determination of
that object, and thus carried forward the dialectic between the
spontaneous emergence of private money and the affirmation of
official money (both of which can be symbolic). And by doing all
this it has done much to weaken Marx’s taboo on pure credit-
money. Yet we may wonder whether it would not have been
altogether more productive to show how credit-money emerged
by raising the over-narrow conditions which Marx — in
keeping with the mode of regulation in force in his time —
imposed on the social validation of private production.

3. The Hegelian Approach, and Value in Process

Do we need to throw out the baby with the bathwater? This same
question applies to another ‘formalist’ approach, involving a
direct return to Hegel, of which Denis is at present the only
exponent.® Denis makes a great deal of the passage in the Grun-
drisse which Marx himself criticized for its idealism (see note 58),
but which he sees as the start of the only admissible theory of
capital: value-essence becomes subject, in the life of its concept
in its pure negative immanence, moving in turn from the parti-
cular to the general, while ceaselessly relating back to itself.®!
According to Denis, Marx’s denial of the realism of essences,
with his fixation on the Ricardian assertion of labour substance
and his Feuerbachian prejudice against commodity alienation,
would have led him to reject this conception.®

The idea of reconstructing economics on this basis would
almost certainly issue in a dynamic version of the new Benetti-
Cartelier theory. The problem once again is that by jettisoning
production one does not discover anything that Marx does not
entirely maintain. Contrary to what Denis writes, the becoming-
subject of the value substance does exist in Capital, in the
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concept of ‘value in process’, ‘value destined for independence’,
which is introduced in Chapter Four of Volume One and
analysed in Volume Two, becomes the structu ring theme of
Volume Three (it is this that requires an increase in the average
rate of profit), and is reaffirmed in Volume Four i opposition to
Bailey, as in Volume Two where it acquires its independent
existence against the immediate measure imposed on it by the
magnitude of value.® It is the whole string of successive meta-
morphoses of capital M —>P...C— M —Ip .. .), the
stream of value slipping through the fingers of thel private capit-
alist as he directs it over the shifting map of tk!le division of
labour. ‘Living in the oblivion of its metamorphoses’, to para-
phrase Eluard, it measures itself against itself,|like the Son
against the Father, by its rate of growth. These pr(;)perties of the
subject-substance are not, moreover, the monopoly of Hegel:
they are already the characteristic of sensible sub tances with a
matter, in Aristotle’s Metaphysics. ! '

It is amazing that the concept of value in process (which is
principally applicable to capital, but to some extentjalso to labour
power) should have fallen so far out of sight in ﬁpe debate on
value since Marx. Being the developed form of fetishism that is
closest to ‘everyday life’ under capitalism (one hasjonly to think
of the way they talk about ‘values’ on the Stock Exchange), its
matter is synchronic value (the expression of the division of
labour analysed above), and its form is using the triple cycle of its
metamorphoses. In it the private nature of the apitalist en-
gagement of labour is established. And the juxtaposition of
values in process, in competition, weaves the woof of social

" labour, the instantaneous value relations making up the warp.*

Value in process is the matter of exoteric economi s; it enables
past labour to be measured as present value,* and provides the
basis which makes credit-money possible. At the same time,
however, the constraint of the social validation of synchronically
engaged labour is never broken. !

If Denis’ erudite work contributed towards the re_tdiscovery of
this central concept of Marxist theory, it would be a very fine
thing.. But so far his case has all the faults of hy| ercriticism,
without even retaining Aglietta’s and Orléan’s criti'que of ‘com-
modity violence’. i
|

!
[
i
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IV. Semiotic Perspectives

However one judges the approaches examined above, one
cannot deny their originality, or their desire to break w1th con-
stricting schemas and readings, or, in the case of Guibert,
Aglietta and Orléan, a kind of joyful exuberance. The-c.onfro—
versy has left behind the monastic austerity of Althussenamsx.n
and algebraic Marxism and is slipping into a flamboyant gothi-
cism, with a lively syncretism of most diverse gnoses®* and
arabesques of form developed for their own sake; in fact, we are
seeing a welcome return to something more like Marx’s own
style, with its unexpected echoes of Faust or the Book of Reve-
lation.*

I'would like to conclude by suggesting some approaches of this
kind, and I have selected the ones that make use of semiotics. 1
shall not go into the whole controversy of the late sixties and
early seventies about the relations between commodity econo-
mies and symbolism, which drew heavily on Freud and anthro-
pology and is exemplified by the work of Attali, Godelier, Goux,
Latouche, Leroi-Gouran, and Whorp. I want to talk about an
almost ‘technical’ contribution, the ‘application’ of linguistics
and more broadly of semiotics to value theory. There are good
reasons for this. First, linguistics, being as unfashionable as
Marxism in contemporary France, is a peaceful area to work in.
And more importantly value, as Marx constantly repeats, is a
form of communication between men, a set of signs and ‘expres-
sions’ of signs one inside another, the ‘language of com-
modities’. The science of signs is semiotics — the science which
C.S. Peirce first formulated as phaneroscopy, the science of what
appears, in the same year that Capital was published.®® But of all
the sign systems, the most studied is language, and we shall see
what contribution Hjelmslev and Chomsky can make to the
debate on value.® And last we shall have something to learn
from the studies of the form of the signified by Greimas and his
school.
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|
1. Phaneroscopy and the Fields of Interpretants

|
Taking Hausmann and Lipietz’s article ‘Esote'ric versus Exoteric’
as his basis, Philippe boldly set out in 1982 t¢ illuminate Marx’s
distinction between esoteric and exoteric etonomics with the
help of Piaget’s psychology and Peirce’s phangeroscopy. It tumed
out to be a good choice. Apart from a striking community of
interest between Peirce’s pragmatism and Marx’s anti-
Feuerbachian materialism, there is a great similarity between
Peirce’s conception of the sign and that which informs the first
section of Capital. |

Peirce sees the sign as a triadic relation, in which a Represen-
tamen determines [for a person] its Interpretdnt to relate it to its
Object. The interpretant is itself a sign,ands ould not be under-
stood in psychological terms. Now, the same characteristics of
the sign —its triadic, interdependent, |and impersonal
nature — appear in Marx’s conception. We Have already noted
that the exchange-value of an object reflects value (as inter-
pretant), as value itself does abstract labour, And Marx takes
impersonality to extremes: commodities o peak, prices are
‘wooing glances’ ‘cast at money by commodities’, their owners
‘exchange body’ with commodities in order to be the bearer of
the value-interpretant: and generally speaking in Marx persons
are not the medium for the interpretant of economic signs except
as ‘personifications of economic relations’. But the ‘fields of
interpretants’ do not all perform in the same way.*® The ones
which link a representamen to a ‘firstness’ (Kosik would say a
‘factor’), in accordance with the mode 'salary — labour,
profit — capital, rent — land’, remain on the ‘surface of the
phenomenon’, at the exoteric level; only the interpretants which
reflect a ‘secondness’ (a relation, a contradiction) give access to
the internal conditions of the object, to the eso&eric economy.®!
This seems a fruitful approach; Philippe |applies it to the

money commodity, and it can also be applied to credit money.
This raises the immense problem of how the conomy comes to
men, and this is where a sociology such as Bourdieu’s appears to
be just as necessary as a psychology like Piaéet’s. How do we
come to accept working for money, producing ‘lchings at random,
or giving credit? This is an enormously urger1t question and is

|
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just as difficult and controversial as the question of the si_gn
itself. More work has been done on the study of languag.e forits
own sake, and the relation between syntax and semantics, and
there again we find our old friends form and substance, content
and expression, deep-structure and surface-structure, trans-
formation, and so on.

2. Glossematics and Transformational Grammar

Beyond the difficulties of translation, the glossematic th.eory of
Hjelmslev connects up with the Aristotelian formul'fmo’ns of
Capital.** The study of language contrasts ‘expression anld
‘content’, both of which are composed of “form’ and ‘matter’,
‘substance being the appearance of form in matter’ although, as
with Marx, ‘substance’ is often assimilated with ‘matter’. In
linguistics, the matter of expression is the amorphous phono-
logical zone, informed by the phonetics of the language, and t1'1at
of content is amorphous semantics, informed by the socio-
cultural form appropriate to the ‘genius’ of the language. Appty-
ing this to value, we can recognize the form of expression
(exchange-value), the matter of expression (the natural form
which ‘serves as material for the expression of value’), the
equivalent (money), the substance of the content .(labour) and the
form of the content (the relation of values which resolves the
contradiction between social and private).

If we take away the matter (semantics and phonology, or
labour and currency) and examine the form on its own, we still
have the problem of the relationship between. the form of the
content (logic) and the form of the expression (syr'ltax).. In
language as in the Marxist theory of value, there are identical
expressive structures which clearly do not refer to the same t'orm
of content. Thus ‘J’ai fait lire Pierre’ in French can mean e1th?r
that I made them read Pierre, or that I made Pierre read. This
surface structure is thus the transformed form of two possible. deep
structures. Similarly, in Marx the ‘price of a product’, the ’Pnce of
labour’ and the ‘price of land’ exoterically indicate threg different
social relations (commodity exchange, wage-ea.rmngl, _atld
ownership of land). Vulgar economics, Adam Smith’s trinity
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formula’, Ricardo’s ‘commanded labour’, exoteric economics in
short, makes no attempt to transcend this homonymy, and it
constructs prices by adding up incomes linked|to “factors’ such as
labour, capital and land. Esoteric economics on the other hand
breaks down value in terms of the relations of exploitation and
commodity exchange, and breaks down surpld's-value according
to relations among ruling classes etc. There are therefore two
‘trees’ (see Chapter 5 above): a deep one, which can be inter-
preted as expressing the constituent relations of the ‘physiology
of the bourgeois world’; and another moreilike the ‘surface
connections’ of sensible reality. We need a the that creates the
second out of the first by means of ‘transforma on’, of which the
passage from value to production price is only bne Instance. Itis
the externalization (Ven’z'usserlz'chung) of the Kerngestalt in the
fertige Gestalt which Ranciére analyses in the original French
edition of Reading Capital. All that would then need to be done
would be to express the latter as money (matter}of expression).

Chomsky’s ‘standard theory’ is exactly the|same.” A basic
grammar acquired by the child in its linguistic context enables
the deep Syntagma to be engendered in accordahce with a break-
down into ‘tree form’: Noun syntagma, Verb s'yntagma and so
forth. Transformational rules transform this into another,
surface tree, which then receives its phonetic interpretation as
the deep structure had its semantic interpretation.

That was the orderly arrangement — fromj deep structure
(linked with semantics and content) to surface s$tructure (linked
with phonetic expression) — of the standard theory system-
atised by followers of Chomsky such as Fodor and Katz who
wanted to define a ‘deeper’ generative semantics. Unfortun-
ately, the weight of meaning can sometimes be borne by the
surface structure alone, and by the way itis phortticized, even if
only by intonation.* This explains Chomsky’s transition to the
‘extended standard theory’, which considerabl relativizes the
identification of deep structure with semantics, and the origin-
ality of his ‘explanatory’ schema in comparisonll with the des-
criptive taxonomy of his distributionalist opponents. When
criticized for this, Chomsky insisted on the right to develop and
change his analysis, and stressed the irreducible originality of
his assertion of a basic grammar.®’ }
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We find exactly the same thing in Marx. As I have shown
above, the surface structure of ‘external connections’ between
nominal prices and incomes brings together not only the specific
characteristics of one particular mode of regulation of the funda-
mental capitalist relations, but also the actual assertion by
economic agents, and by social classes in particular, of their
demands, their rights and so forth. ‘At last we have arrived at the
forms of appearance . . . and, in conclusion, the class struggle into
which the movement and the smash up of the whole business
resolves itself’ (Marx to Engels, 30 April 1868).

Are we, then, back with that impoverished ‘vulgar economics’
which constructs prices by adding up incomes? Not at all. For
those incomes (the nominal forms of value in process) are
globally constrained by the deep relations of value, in accord-
ance with the ‘warp-weft duality’. In one way or another the
surface has to express the diachronic distortions® of the deep:
this provides the foundation of a theory of inflationary crise:s. It
requires a transition from algebraic to differential Marxism,
which is a very considerable undertaking.

3. The Elementary Structures of Meaning

Semioticians, finally, have also studied the ‘form of content’.
And it seems reasonable to assume that the Greimas school may
be able to clarify the complex analysis of the form of value m
Chapter One of Capital. It is an additional point in favour of this
assumption that Greimas has gone on record as endorsing the
legitimacy. of the semiotic study of scientific texts.”” In fact we
find that Marx does use the techniques highlighted by narrative
studies, first posing a riddle, then providing a solution.* Bu? ata
deeper level, if commodity exchange is indeed a semiotic
intrigue between two owners and two commodities (or com-
modities and money) in the course of which the socialization of
private labour is achieved, then the value form itself can be
explained by semiotic study of the ‘elementary structt_lres of
meaning’ and narrative analysis. As Marx himself said ’{:he
complete metamorphosis of the commodity does not abolish
these contradictions, but rather provides the form within which

l
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they have power to move’ (Capital, Vol. One| p- 198). This is
precisely the procedure of the semioticians at the Ecole de Paris.
We have seen (following Aristotle) that the analVsis of value form

requires a distinction between contrariety and contradiction.
For the Greimas school, it is ‘the basic model of the structure of
meaning at the elementary level, the semiotic square’.* ‘Being’

and ‘appearance’ are thus semiotic opposites, b
|

ut they are con-

tradictory of ‘non-being’ and ‘non-appearance’, co-contraries
which must be scrutinized to see whether they include the injtial
contraries.'® A narrative is a transformation of one pole into its
contrary or its contradictory through the apexesiof the square. '?!
Now, what Marx was looking for in his many attempts to solve
‘the contradiction between use-value and exchange-value’, from
his beginnings in the shaky pairing of ‘social and concrete

labour’, through various stumbling approaches
(like the ‘general labour’ of the Contribution),
correct position of the square, which only takes s

and false tacks
was surely the

hape in Capital,

and which fulfils the formal requirements of including contraries
within co-contraries (see fig. 2). It would be interesting indeed to

go back and re-read the second part of Chapter O
the development of value form) using the princig
science, and more interesting still to look at the
of the international financial crisis in the same te

Conclusion

ne of Capital (on
les of narrative
current tragedy
Ims.

The approaches I have outlined provide, I hope, a framework for

a programme of work (such as the analysis of magnitude in terms

of differential geometry, and a semiotic analysis bf form) which
~will be at least as “interesting’ (in Paul Veyne's sehse, that it will

‘interest’ researchers) as the by now rather exhausted debate -

about transformation. But let us hope too that semiotics, with its
belief that ‘what we can learn about meaning is form and not
substance’ (Hainault), will not cause us to lose sight of the matter
of content, nor of its expression. As Lagopoulos opportunely
reminds us, semiotics does not only find its ma):ter (both sig-
nifier and content) in historical development outﬁide semiotics,

it also finds its dynamics there. 1°2

|
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I
In the new debate about value, it should never be forgotten
that it is located between the crisis of the Fordiﬁft development
model and the crisis in the universal equivalent which the euro-

dollar has now become. If Peirce’s semiotics does have some-

thing ‘interesting’ (in Chomsky’s sense of scientific explanation)
to say about value, then it will perhaps be by| clarifying the
relationships between the representamen of the international
financial crisis, the object, the crisis in peripheral fordism, and
the interpretant, the world financial community.

The only other thing to say is that ‘as far as J)ur struggle is

‘concerned’ the labour theory of value does seem quite thread-

- bare. Who in France is still contesting the corporate appro-

priation of surplus-value? ‘Modernization’ itself seems to make
it necessary. Who is even opposing the form of private engage-
ment of social labour? Still, it is hardly likely that productivity
gains in the electronics industry will alone open the ‘paths to
Paradise’, unless there is renewed and much morejradical debate

over the commodity form of the socialization of human labour.

i
|
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8. I am not talking, therefore, about the straight ‘use value/labour value’
contrast, as in Bohm-Bawerk.

9. This means, of course, the version compiled by Engels from notes and drafts,
rather than whatever finished version Marx might have left us himself.

10. Except in the Soviet Union in relation to the continuation of the ‘law of
value’ (i.e. the principle of regulation by value of the allocation of labour and its
products) under socialism.

11. Drafted before Capital, it should be remembered. .

12. Letter to Kugelmann, 11 July 1868, Marx-Engels Selected Correspondence,
Moscow 1975, pp. 196-7.

13. Capital Vol. One, p. 174.

14. Theories of Surplus Value, III, pp. 164, 137-38. Hegel talks about ‘external
measure’ and ‘specifying measure’ in The Science of Logic. It is surprising that
Denis, who is aware of this distinction, denies that Marx makes use of it.

16. Although I refer to this debate as ‘Anglo-Saxon’ (with its famous Italian,
Japanese and even French adherents) I do also recognise the critical and dialec-
tical importance of a number of British and American works (see Elson et al.
Value: the Representation of Labour in Capitalism, London 1979; and B. Bradby,
‘The Remystification of Value’, Capital and Class 17, 1982). 1 simply mean to
indicate the role of cultural areas in the orientation of the controversy.

17. 1.I. Rubin, Essays on Marx’s Theory of Value, Detroit 1972, pp. 223-24.

18. See, for example, Samuelson. Remember that Volume III dates from 1865
(and that the general idea of ‘transformation’ is to be found in the 1857 Grun-
drisse).

19. P. Sraffa, Production of Commodities by Means of Commodities, Cambridge
1960; and M. Morishima, Marx’s Economics: A Dual Theory of Value and Growth,
Cambridge 1973. For a historical (and critical) summary see G. Dostaler, Marx, Ia
valeur et I'économie politique, Paris 1978, and Valeur et prix: Historie d'un débat,
Paris 1978; P.A. Samuelson, ‘Understanding the Marxian Notion of Exploit-
ation’, Journal of Economic Literature, June 1971; and C. Benetti et al., Economie
classique, économie vulgaire, Grenoble 1975.

20. Characterized by the representative productive operations embodying
imputs in quantity A and labour I to produce the commodity unit. luse a vectorial
notation which enables n equations to be dealt with at once in a form which
non-mathematicians can intuitively understand by assuming there is only one
branch.

21. See P. van Parijs, ‘Some Problems with the Labour Theory of Exploitation’,
Cahiers de I'Institut de Sciences Economiques de Louvain, duplicated paper, no.
8212, 1982.

22. Economie classique, économie vulgaire, op. cit.

23. Capital Vol. One, p. 515.

24. This current, developed principally in the Cahiers d'Economie Politique and
the collection Intervention critique en économie politique, reduces Ricardianism to a
theory which bases relative prices on ‘commanded labour’ and the rate of growth
on ‘production difficulties’. Marx (in Tsv and even in the notes in Capital) shows
that he is aware of the contradictions in the classical theorists and of their
hesitancy between an ‘esoteric’ and an ‘exoteric’ theory of value, but he was
generous enough to acknowledge their insights in favour of the theory of

embodied labour. Above all Marx was able to give the theory of ‘commanded
labour its full place, as the external measure of prices as a function of wage rates.
The whole of Volume Three can be read in terms of ‘commanded labour’ as
‘index’ of ‘embodied labour’. As we have seen in this book, with transformation
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Marx laid the foundations of an ‘exoteric economics’ and its relation with the

esoteric, and recent research into Iegu.lat'loll has dEmOIlStIa ed its acute Ielevance
’

32 lé) Salama, Sur la valeur, Paris 1975,
26. On this see Lipietz, Crise et inflation: ] istingui
. L , : pourquoi?, where I disti
relzatlons (as established by the Althusserians), property and possess;:)gr:USh e
zg. TThyp;cal is the i:lebate over the 39-hour week in France|in 1982 .
- The Systems of Prices of Production Group of the cnrs did, ho
. . » O h
co;éerse’nce on this in 1983 (the.proceedings to be published in Ecom‘)’::i‘;g. es
o ee for example the articles in the economic press on the subject of oil
;T—i er:illngdand ﬁe 1lfet';;ochermcal industry, and the survey by E. Bailey and A
niedlander, ‘Market Structure and Mult ies’ : ic
Literature, vol. 22, September 1982, witiproduct T.ndustneﬁ AJoumatof Economic
g(l) gee 11\34 Itoh, Value and Crisis, London 1980. !
- See B. Guibert, Genése et image de la division de la producti
> , . | production: Le c td
_branci?e, the51§, 1976, University of Paris I; and B. Billaudot L’Accuor:z?ftio:
n g:znszlsle, thesis, 1976, University of Paris I. '
2. More cavalierly, since he imagined thi
wl'%ch Al}as its own value and producﬁ?on pr?coe‘ "6 buta mpney based on gold,
- & concept developed under different names by M. Agl;
- . . ) t 4 A
inﬂ_;;zitjzlzsf Iéeg;:{latzzn, é\H_B, London 1979; M. de Vr}:)ey gaisu: mg:l;z;rz Z{
auon’, Caniers du Départment de Science Economique r;o 7913 iJ i i
Mgztreal, 197?; and Lipietz, Crise et Inflation, op. cit., and The Em.:ha::ev; Vrf/t;tr};dOf
o . ‘Cf; Duménil, De la valeur qux prix de production, Paris 19|80; and D. K. Fole ,
; e _alue of Mor}ey, t.he Value of Labour-Power, and the Marxian TranZ:
og?aqutEr%blem , Reigew of Radical Political Economy, vol] 14 no. 2
- A situation given by definition in the case of inte 'ccum{.ll i
P . sy s atl ’
lthte ie(iq?r}d Mar'x1an eguahty' is then verified: which ﬂxeg:lagleabraic Maxxci):tsvl'\::cﬂ
ot of difficulty in rediscovering mathematically. For an ext?;ive analysis of the

false paradoxes of the standard transformati ipi
2 an tion, see Lipietz, * - -
fogzglahon Prqb}elfx\. Revisited’, Journal of Economic Thfory N 1e igsgaﬂed frans
routéssefn Duménil, Foley and Lipietz, who all arrive at this sblution by different
foutes. " F_'ly own case, I I'Ead already acknowledged in Ctise et Inflation (fol-
. ing ’g_1etta’ s 1974 thesis, “Accumulation et régulation du capitalisme en
‘?rngue pe1,'10de. ) the double definition of the value of labo -power: wages in
fee value’ ( = In money) were the necessary condition for difying the norms
gr ec::eastuix:ﬁ:on’nac,esmtalt)ed by the rise in productivity. This idea was already
arx's Wages, Price and Profit. Duménil showed me th ibili
extending part of the first definition into the tr o problom ey
1 ansf : ¢
\reg;chgns wLere directly concerned with the value of ;?:1:;10 problem: Foley's
- See Lipietz, ‘Nouvelle solution au probléme de ion’
Reggeghgs Economiques de Louvain, vol. 45, De}:ember 1979e 138 ensformation’,
. 98.G. Duménil and D. Levy, ‘Valeur et prixd ion:
tions ]o_in.tes’, Revue Economigue no. 1, Janﬂary fgg;?dUChon-%Le €8 des produc-
| 3?. Llp{etz, Salaires 'rééls‘et gains de productivé dans la théorie marxiste: de
a r:hgulahqn concurentielle 2 la régulation monopoliste’; and R. Franke, ‘A Note
on the Falling Rate of Profit in the Presence of Constant Rate Share’ dlllplicated
g:gzz L}frg:/ersuy c:ifBremen, 1983. According to Elster, this involves the ‘invali-
1 € second support”. This theorem rests upon unverified i
cally unreahzab_le hypotheses. Lipietz, ‘Derriere lapérise: la tgnganaé?léelcaolr;qml-
du taux de Rrpﬁt’, Revue Economigue no. 2, March 1982. o s
40. A position confirmed by Sraffa to Benetti. See Benetti, op. cit.
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41. See P. Maurisson, ‘Systémes d’évaluation normale des marchandises,
rapport salarial, et révision des schémas marxistes de la transformation’.

42. S. Bowles and H. Gintis, ‘Structure and Practice in the Labour Theory of
Value’, Review of Radical Political Economics, vol. 12 no. 4, 1981.

43. See especially B. Lautier and R. Tortajada, Ecole, force de travail et salariat,
Grenoble 1978; C. Meillassoux, Femmes, greniers et capitaux, Paris 1975; and the
critique by feminists.

44 H. Denis, L ‘Economie’ de Marx: Histoire d’un échec, Paris 1980.

45. G. Facarello, ‘L’échec de Marx: pour rouvrir un débat’, Cahiers d'Econonomie
Politique no. 8, 1982.

46. Sanon (Développements mathématiques en économie marxiste, thesis, 1983,
University of Paris VII) has the same approach as Krause (Money and Abstract
Labour, NLB, London 1982). The vector & can be incorporated into the tensor T.
On the other hand, the Bowles and Gintis position, which calculates a vector of
values on the basis of a vector of heterogeneous labours, which is all right at the
level of the statistical determination of needs for manpower, is not acceptable asa
theory of the value, a scalar quantity immanent in commodities.

47. The term used by E. Terray in ‘Prolétaires, salariés, travailleurs productifs’,
Contradictions no. 2, 1972.

48. Marx himself implied otherwise (Capital Vol. One, p. 135), as P. Dognin
points out in Les ‘sentiers escarpés’ de Karl Marx, Paris 1977.

49. See La petite bourgeoisie en France, Paris 1974, and Pour une critique de
I"économie politique du signe, Paris 1979.

-50. I'shall only be looking at their position in the theoretical debate. In terms of
empirical research, the numerous Marxist statisticians working at INSEE or with
the Commissariat Général au Plan were quite confident that the problem is
theoretically soluble and moved quietly over to measuring the value-equivalent

of money by branch, surplus transfers in the equalization of rates of profit, etc.
See Freyssinet et al., ‘Les comptabilités sociales en temps de travail’, Economie et
Statistique No. 93, October 1977; and INSEE, Fresque historique du systéme productif,
Paris 1974.

51. C. Deblock and J. Gislain provide a good basic synthesis of what I shall call
‘hypercriticism’. See ‘La monnaie et la force de travail, deux marchandises
“particuliéres” *, Interventions Economiques 10, 1983.

52. Aglietta’s development is typical here. His 1974 thesis devoted hundreds of
pages to the economics of labour time within the productive process before
pointing out that these were commodity-producing processes. Then in 1976 his
Theory of Capitalist Regulation departed from the commodity character of the
relation between productive units, and in the 1982 preface to the second edition
he stressed the contradiction in this relation and assimilated regulation and
socialization. Finally in his most recent work with A. Orléan (La violence de la
monnaie, Paris 1982), he reduces value to a form of socialization.

53. This was a general tendency of the social philosophy fashionable in the late
seventies in France. See the review Libre, and the work of Dumont (Homo
aequalis, Paris 1977), Rosanvallon (Le capitalisme utopigue Paris 1979), and others.

54. See B. Guibert, ‘Les metamorphoses de la valeur’, La Liberté de I'Espritno. 3,
May 1983, and ‘Théorie naive des ensembles capitalistes’, Revue Economigue No.
3, 1985. These articles have not yet aroused the public discussion they deserve.
But so far, despite its difficulty and because of its subtlety, originality and
universality, Guibert’s work has had a quiet but profound influence both in the
realm of statistics and as an inspirer of ‘hypercritical” research, of which he is
nevertheless critical.
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Schematically, Guibert establishes in th i
> , e second of these articles an i -
Fo};;iz;‘ltil;itswoefetr}: a dg.roup of gmetamorphoses of value-form and a group olfso ut::;-
€ direct production process. From there it is ossible to identi
?;e o; the forms of value whose necessity is demonstrated irlla t;e firstc;;ﬁce;lremg
th :nat osftrt;d labour of w;%e-eamers. Yet for all the rigour of the formal develc’)p-
1s argument, the semantic int i i
Conclusion o nEyment, th C Interpretation that leads tq this spectacular
55. The reference is to the 1968 edition, i i ¥
] » in which Althusser’s ibution i
g}(s);ilfoled ct;rozn the 19:;?1 French edition. Ranciére, one of the oﬁgi;zﬁlzgitﬁgr;s
vowed 1ts re-publication in this form [The English translati ing
) . 1 ti
Capital, NLB, London 1970, follows the text of the 196853di tion. Tr? ng;’;,']Readmg
gg l}il,anf‘ to Etng(e:ls, _241August 1867, Selected Correspondehce p- 180
. ‘Preface # ', 1 ] ] hy :
o0 o Lapital Volume One’, in Lenin and Philgsophy, NLB, London
58. In what follows I draw on m inking i I 1
v y own thinking in Crise et Inflation, whi
greatly stimulated by Bettelheim'’s search for the same con'pac{iction &?&vﬁ

Contribution, is rejected b ‘i ist’ is i
i . y Marx as ‘idealist’ — this is th
Dgrgusll T;}ll-le ?_ther looks forward to the solution reached in C‘a:itZ?e endorsed by
- M the (incomplete) break between the Contribution and Ca .ital i ici
attention has been paid to Marx’s turn away from Hegel to \ 'stcftle; :x:mce}re 2;

be obtained by simple abstraction, the negati ;
whlcl‘g thus acquire; an essential, concepi.*guati1 ggfe?ﬁefﬁcrfiﬁzz;r;:i:b&f:
;T:rcte mdmoney (‘asif ”t_he.a.nimal” existed alongside animals’). Despite Dognin’s
oot m:x;ntp;rc;it;ivsee leymtﬁlebgﬁ e(ozl.’i qttt);f he fails' to notice tl:rxat this ‘Third Man’
Platonic idea that ‘universals’ are ’Z:bsetaiscee:’m' the_MemphyStcS oy
Substaqce, for Arist.ot.le, was informed matter: Tk(ll: fc?xlrl:, %a;iiéazzin;c:vﬁ;ﬁl;)e'
;taz&tgr is some deﬁmt_e thing’ (Metaphysica, trans. W.D. Ross, Oxford, 1908
). And Aristotle gives the example of the syllabic substﬁlnce whose m’atter is’

. letters. That goes fpr ‘sensible’ thjng§ (H 1), formathematical isubstances are pure

eimon, the Hegelian pairing of substance and form — j fact, essence and
dpe feigiot:.x;ir;oor} v—al lv‘:'eas aﬁ?i;aslg't ﬁtho‘ugh nevgr bcompletely, removed from the
¢ e, and A ellan ‘matter’ (labour) sometimes defined as th
content of determinations’, but still too often as ‘substance’ ! e
opposite of form. Finally, the formal substance has * pristion c?ngealed g
value, price, etc) of which it is the ‘content’. This la:tx pz:f;ons e
fiemloutctsl{ atopicl shall be returning to later. As Colliot-'leh'élénge :Zl;zs(’ll;)siallgz?
h;;‘l,.lee}? e.one’ econo:mqug , Cahiers d’ Economie Politigue No. 8, 1982), what we
o Ere is a double relation of representation’ (labour —» value —» exchange
ue) but ‘these two representations are not both in the same! boat’. In fact vahgxe
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is not simply a ‘representation’ of labour.

In his concern to stress the materiality of matter, Marx tended to goonatsome
length about the physiology of labour, the expenditure of human brains and
muscles. Hence the tempting and too often justifiable reading which sees in
labour a substance (in the hydraulic sense of the term) given form (in the sense of
‘phenomenon’) by commodity relations. This is the tendency towards ‘naturaliz-
ation of content and phenomenalization of social form’ criticized by Gyorgy
Markus (Langage et production, Paris 1982, p. 123): and a reading which Marxand
Engels, in a letter to Kautsky cited by Bettelheim, criticize in passing but which
they leave themselves open to. Marx’s metaphors are an indication of his deve-
lopment: in the Contribution value substance is compared to mass, in Capital
Chapter 1to weight (a relation between masses, an attractive force in Chapter 3);
and in TSV IIl substance is the metric space which defines the distance between
points (therefore what we would call a Euclidean form).

60. ‘Human labour forms value’ (Capital, I, p. 137) but is not itself value, any
more than the chemical elements in the air are the air's ‘physical configuration’
(p. 167). One might suggest a more convincing example: for statistical mechanics
the ‘matter’ of temperature is the kinetic energy of molecules, and temperature is
the form of the mean. But at any given point there is only the particular energy of
one molecule (or as Marx would say the particular time of one concrete labour)
and that is not the temperature.

61. Aristotle’s distinction, to which I shall give a semiotic interpretation.

62. The concept of validation plays a fundamental part in regulation, being
distinguished from the ‘sixties’ conception of reproduction.

63. From a qualitative point of view, all this is set out in Chapter 3, but the
quantitative overdetermination of value by social need, the ‘market value’ (=
average of individual values weighted by realized market shares), is not defined
until Vol. Three, Chapter 10.

64. Capital Vol. One, pp. 164-66. Emphases added.

65. InR. Hausmann and A. Lipietz, Exoteric versus Esoteric, CEPREMAP paperno.
8021, and in the main body of this book, I have tried to sketch out this recon-
struction using the fruitful suggestions in Marx’s work and modem regulation
theory.

66. Capital Vol. One, p. 169.

67. As de Brunhoff feared, it therefore moved from a critique of ‘value of
labour-power’ alone, to a critique of the labour theory of value. (See S. de
Brunhoff, ‘Valeur et force de travail, salaire et intervention de IEtat’, in the
collective work Réexamen de la théorie du salariat, Lyons 1981.) At the same time it
restored credit for this theory to Ricardo, having some years earlier made it the
prerogative of Marx.

68. ]. Baudrillard, Pour une critique de I'économic politique du signe, Paris 1972.

69. Paris 1973.

70. Valeur, monnaie et capital, thesis, 1973, University of Paris I.

71. According to Fradin, since the aggregate of phsyical products has at most
the dimension of the numerable, it cannot be actually ‘measured’ by a real number
(power of the continuum)! On this point see Guibert’s critique in ‘Les ravages
logiques’, Critiques de I'Economie Politique no. 13, October 1980.

72, See, for example, H. Lefebvre, Introduction a la modernité, Paris 1962.

73. See Guibert's thesis, Genése et image de la division de la production, 1976,
University of Paris I; and F. Eymard and F. Thévenot, ‘Les investissements de
forme: leurs usages pour la main d’oeuvre’, INSEE paper, Paris 1983.

74. See A. Granou, Capitalisme et mode de vie, Paris 1972; and M. Aglietta, A
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Th;;rjéof Capitalist Regulation, op. cit,
- G. Deleplace, Théories du capitalisme, Paris 1981; ett i
M;gchlands, salariat et capitalistes, Paris 19é0. i< Benlem and]. Cartelier,
- Is this due to innocence? In his reply to Guibert Fradi i i
i ? , n, handling philo-
sophy.w1th as much competence (still in the Lacanian sensle) as mathegn?aﬁcz
procl.axmed h1§ hatred of ‘the belief in humanity, in the inte'r-subjective social,
and in a basic foundation’ and his rejection of Europear rationalism thus:
revealing th'e close relation between his evolution and that of the ‘Noulveaux
Philosophes’. See Critiques de I'Economie Politique No. 15/16, April 1981
77.7.-]. _Goux, Economie et symbolique, Paris 1973, i .
78. La violence de Ia monnaie, Paris 1982. !
79. Rejecting ‘the absurd hypothesis ado igina] i
79.1 ur pted by the original representati
this view that commodities enter into the process of circfllanﬁc'm Emhf:u a ;f-ii:zf
;Idld money enters without a value’ (p. 220) ie the quantitativé theory of money:
~ d.au'x a.llgns h1lrnself a century in advance with the theoribts of “fixed price
disequilibrium’, or father, prices fixed by external connectibns. But he never
Imagined tha.t the’ f}x1ty would one day be strong enough to give money its value,
gg I_Ifl D5m§, L I_II:Tconlomze’ de Marx: histoire d'un échec, Paris| 1980.
- Hl. Denis, ‘Hegel et la réformation d i é ique’ !
dEconomie Doliiae 18 s tom. n de la science economique’, Cakhiers
82. Like Dognin, Denis rightly stresses this rather f i inali
k n, tten quasi-nominalism
of Marx’s. See Lipietz, ‘LIm érialis la Bé e 1 ] !
Modernes, et b ictz, p me ou la Béte de 'Apocalypse’, Les Temps
83. See Capital Vol. Two p- 106.
poity 114::;)1'1:7 an explanation of this weaving metaphor, see Lipietz Crise et inflation:
85. Contrary to what Benetti and Cartelier believe |
- Co 1980]; the * -woof
dualism ena.bles value to be posed as the sum of added valu]q and tl‘;veazhvlveogf
coggtatx}t fcaplta.l, synchonically measured.
6. Unfortunately including the arithmological illusions of th
cnncilzed by Aristotle in his Metaphysics, N Sg-:’). ® Fythagoreans,
f87. And that no man might buy or sell, save that he had the mark, or the name
of the beast, or thg number of his name’ (see Capital, Vol. One, lp 181).
gg gn a New List of Categories, London 1867.
- Conversely, linguistics since Saussure borrows the notion of * ’

T of ‘value’ fro
the commodity economy, and semiotics (in Kristeva's work) subsumes exchan;e‘
and labour under ‘communication’ and ‘production of meaning’.

. 90. SeeR. Marty,. Champs d’interpretants’, University of Perpignan, 1982.
91 A.more detailed analysm qf the Peircian conception of the sign, with its

subjective excitation of that nerve but as the objecti i i
A ¢ jective form of a thing outside the
eye.” (Vol. One, p. 165). (He quickly explains that there is, in fact%an external
|

Ducrot and T. Todorov Dictionnaire en 21 1 i
[ , cyclopédique des sciences du lan , P
1972; and A. Hénault, Les enjeux de la sémiotique, Paris 1979. guge, Tanis

93. N. Chomsky, Aspects of the Theory of Syntax, Cambridge, I\%lass. 1965.

92. See L. Hjelmslev, Prolegomena to a Theory of Language, M}{d.ison 1961; O.
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94. An example quoted by Ducrot and Todorov is: ‘I shan’t be the first Prime
Minister to lose a war.’ _

95. N. Chomsky, Dialogues avec Mitsou Ronat, Paris 1977. ' '

96. Marx uses the term ‘revolution’ to refer to the evolution of value in the
temporality of technological change (this is the equivalent of ‘diachrony’ in
linguistics), and gives the name ‘metamorphosis’ to the transition from one form
of value to another (equivalent to the ‘transformations’ in the semiotics of
Greimas). ’ ) . .

97. A.]. Greimas, Introduction & I'analyse du discours en sciences sociales, Paris
1979. o

98. A ‘contradictio in adjecto’ of value which is both relative and ir.ltrmsn:, the
paradox of a value in process which grows by respecting equivalence in exchange
(‘Hic Rhodus, hic saltal’).

99. Henault, Les enjeux de la sémiotique, op.cit. o ) o

100. A.J. Greimas and ]. Courtes, Sémiotique. Dictionnaire raisonné de la théorie
du langage, Paris 1979, p. 301. o . )

101. A. Henault, Narratologie, sémiotique générale, Pa1.15 1983. ) )

102. A. Lagopoulos, ‘Semiotics and History: A Marxist Approech , communi-
cation to the Semiotics and History conference, Bloomington, Indiana, June 1983.
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