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Simultaneous Valuation vs. the Exploitation Theory of Profit
Abstract

This paper demonstrates that, in those interpretations of Marx’s value theory which value inputs and outputs simultaneously, surplus labor is neither necessary nor sufficient for profit.  It shows that contrary results, such as the Fundamental Marxian Theorem (FMT), rely crucially on restrictive and implausible conditions.  The FMT, for instance, requires that a physical surplus of every good be produced in every period.  This and similar conditions are shown to be unnecessary for reproduction.  The temporal single-system interpretation, on the other hand, is shown to conform to the exploitation theory of profit under completely general conditions.

Simultaneous Valuation vs. the Exploitation Theory of Profit

I.  Introduction

Despite their other differences, all interpretations of Marx’s value theory agree that it identifies the exploitation of workers, i.e., the extraction of surplus labor, as the sole source of profit.   Proponents of the various interpretations, moreover, all claim to have replicated this feature of his value theory.  Yet the mathematics of their systems often tells a different story.  As I will show, in those systems in which the prices and values of inputs are determined simultaneously with the prices and values of outputs, the extraction of surplus labor is insufficient and, generally, unnecessary for the existence of positive profit.  In these ‘simultaneist’ interpretations, then, surplus labor is not the sole source of profit. 

It is well known that, when joint products are produced, certain specifications of the standard interpretation are incompatible with Marx’s theory of profit (see Steedman (1977)).  As section 2 will show, however, all simultaneist interpretations (not only the standard one) are incompatible with his theory, even in the absence of joint production.

Because theorists have failed to study the problem in a general setting, this incompatibility has not received attention.   In some special cases –– those in which a positive physical surplus or positive net product of every good is produced in every period –– simultaneist interpretations do imply that surplus labor and positive profit go hand in hand.  Yet section 3 will demonstrate that this result cannot be generalized.  I will argue, moreover, that these special cases impose conditions that are much more restrictive and less plausible than is usually thought.  In particular, economies can easily reproduce themselves physically without satisfying these conditions.

Section 4 will show that an alternative, non-simultaneous, interpretation of Marx’s value theory does imply that surplus labor is both necessary and sufficient for positive profit, even under the most general conditions.  A brief summary and conclusion follow in section 5.

Before proceeding, a few methodological comments are in order.  At various points, I will note that the attempts to reconcile simultaneous valuation with the exploitation theory of profit rely on unrealistic postulates –– positive physical surpluses of all goods, equalized profit rates, etc.  These comments are not intended as criticisms of any economic theory or model for a lack of realism.  I take no position here on whether a theory’s postulates should be realistic.  The reason I will discuss realism is instead simply to demonstrate that simultaneist definitions imply that surplus labor is not necessary or sufficient for profit to exist in the real world in which we live.  If these demonstrations are valid, they are valid even if it is appropriate for formal theories to employ unrealistic postulates, and even if theorems pertaining to imaginary economies are interesting and useful. 
The point is that, whether or not it is appropriate to employ unrealistic postulates for other purposes, it would be logically impermissible to use them to draw deductive inferences about real-world situations.  Conclusions that are derived validly from a postulated world may or may not hold in the real world.  To determine whether they do hold, one can sometimes test the conclusions empirically.  That, however, is impossible in this case.  Empirical evidence can tell us whether surplus labor and profit in fact coexist.  It cannot tell us whether simultaneous valuation is compatible with the theory that they coexist because surplus labor is necessary and sufficient for profit to exist.  This question can only be answered deductively, by ascertaining whether there exist conditions under which simultaneous valuation leads to the contrary conclusion.  It is to this task that I now turn.

2.  The Incompatibility

A.  The Fundamental Marxian Theorem

In the standard interpretation of Marx’s value theory, distinct price and value systems exist, and the inputs and outputs in each are valued simultaneously.  Another distinctive feature of this interpretation is that it construes wages in the price system as the price of the wage goods workers receive, and wages in the value system as the value of these wage goods.  

Employing this interpretation, Okishio (1993a, 1993b) discovered a set of theorems that Morishima (1973) later dubbed the ‘fundamental Marxian theorem’ (FMT).  The FMT is often said to have shown that surplus labor is necessary and sufficient for positive profit when no joint products are produced (see, e.g., Howard and King (1994, pp. 230, 239)).  

Yet some versions of the FMT hold only if all producers’ profit rates are equal in every period.  This is a very particular case; if profit rates are only approximately equal, or only equalized over a span of time longer than one period (two days instead of one, for instance), these versions of the FMT no longer hold.  The analysis below considers instead the general versions of the FMT (e.g., Okishio 1993a, p. 33; Okishio 1993b, pp. 80-81; Roemer 1981, pp. 47-50), which prove that the theorem holds for any set of positive market prices, not just for ‘normal’ prices.  Yet these versions of the FMT rely crucially on an equally restrictive condition:  in every period, a positive physical surplus of every good must be produced.

Physical surplus is output net of both consumed inputs and workers’ consumption, and, in this interpretation, profit is simply the vector of physical surpluses valued at end-of-period (replacement) prices.  Using the usual input-output notation,
 the column vector of physical surpluses is ( = (I – A – b()x, so profit is 

                                                                  ( = p(               

(1)

where p is a row vector of unit market prices.   Unit values are defined as the row vector of vertically integrated labor coefficients (, so surplus labor, s, is the living labor extracted minus the value of wage goods:  s = (x – (b(x.  But since ( = ((I – A)-1, it follows that ( = ((I – A) and thus that (x  =  ((I ​– A)x.  Surplus labor can thus be expressed as s = ((I – A)x – (b(x = ((I – A – b()x, or simply as 

                                                                  s = ((. 

(2)

In the standard interpretation, then, profit and surplus labor are simply the same vector of physical surpluses valued in two different ways.  When all elements of ( are positive, i.e., when a positive physical surplus of every use-value is produced, it is obvious that the FMT holds.  Both ( and s must then be positive, given only that no prices or values are negative and that some of both are positive.  Because all physical surpluses are positive, it does not matter that prices and values differ, or by how much; a set of strictly positive physical surpluses valued according to either must be positive.

It is, however, equally obvious that the FMT fails to hold unless all physical surpluses are positive.  Once there is a negative physical surplus of some good, it matters that values and prices differ.  The total ‘worth’ of the physical surplus vector can then be negative when valued at market prices and positive when valued at values, or vice-versa.
  Assume, for instance, a two-good economy, in which (1 = –1 and (2 = 2.  If (1 = 19, (2 = 10, p1 = 21, and p2 = 10, then s = 19(–1) + 10 ( 2 = 1 but ( = 21(–1) + 10 ( 2 = –1.  If, however, (1 = 21 and p1 = 19, then s = –1 but ( = 1.  This proves that, under the standard interpretation, surplus labor is neither sufficient nor necessary for profit to exist.


Although the prices in this example were indeed chosen arbitrarily, not derived from other conditions, the proof is valid nonetheless.  Again, the general versions of the FMT under consideration examine the relation between profit and surplus labor under all possible market prices, and the market prices of the above example are certainly possible ones. 

B. The ‘New Interpretation’ and Simultaneous Single-System Interpretations

During the past two decades, other simultaneist interpretations of Marx’s value theory have also emerged.  One key difference between the standard interpretation, on the one hand, and both the ‘New Interpretation’ (e.g., Duménil (1983), Foley (1982)) and the simultaneous single-system interpretations (e.g., Lee (1993), Moseley (1993)), on the other, concerns their definitions of wages and surplus labor.  

Rather than defining wages as the price or value of wage goods, the latter interpretations construe wages as the sum of money paid to workers.  To assess whether surplus labor is extracted, money wages are converted into the equivalent sum of labor-time (or living labor is converted into a monetary equivalent).  The ratio of the aggregate net product, (I – A)x, valued at end-of-period (replacement) prices, to living labor,
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is used to convert monetary sums into labor-time sums.  I call this ratio ( to indicate the ‘simultaneist monetary expression of labor-time’.  It is held to be the ratio between the monetary and labor-time measures of value added. 

In these interpretations, profit is thus defined as the vector of physical net products, valued at end-of-period prices, minus the wage bill:

                                                         ( = p(I – A)x – w(x, 

(4)

where w is the money wage per unit of living labor extracted, and surplus labor is defined as living labor minus the labor-time equivalent of the money wage:  
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Multiplication of (5) by ( yields (s = ((x – w(x  = p(I – A)x – w(x, or, equivalently,

                                                                  ( = (s.  

(6)

This result has led proponents of the ‘New’ and simultaneous single-system interpretations to claim that they yield an exact correspondence between surplus-value and profit.  Not only is surplus labor necessary and sufficient for positive profit, but the magnitudes of surplus labor and profit are strictly proportional.  


Yet it simply does not follow from this proportionality that surplus labor is sufficient for positive profit.  Indeed, it is not sufficient.  Equation (3) implies that, if the net product valued at end-of-period market prices is negative, then so is (.  Profit is therefore negative although surplus labor is positive.  


Unless the net products of all goods are non-negative, the aggregate price of the net product, and thus (, can be negative, even in highly productive economies.  Imagine that net products of almost all goods are positive and large, and only a few are slightly negative.  If the prices of the latter group are sufficiently high, the aggregate price of the net product will be negative.  Thus, an economy that would have a positive ( under certain prices could have a negative ( under different prices.  Even a slight change in prices could lead to such a reversal. 

A couple of other perverse implications of these interpretations are noteworthy.  When ( is negative, equation (5) implies that a fall in the money wage rate will lead to a fall, rather than a rise, in the amount of surplus labor extracted.  As an anonymous referee has noted, moreover, necessary labor (the labor-time equivalent of money wages) is defined here as
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, so it is negative when ( is negative.  Workers supposedly produce an equivalent of their wages in less than no time!  No oddity of the labor market or technology underlies this result –– workers’ wages and the amount of work needed to reproduce their means of subsistence are both positive, and necessary labor might well be positive if only relative prices were different. 

All of these paradoxes disclose a serious conceptual flaw in the claim that the monetary expression of the value added by living labor can be measured by the price of the net product.

 The proportionality of surplus labor and profit also fails to imply that surplus labor is necessary for profit to exist.  As Dmitriev (1974) discovered, if we imagine a fully automated economy that produces a positive net product of all goods — and if, in addition, prices in such an economy exist and are positive — then profit as defined above is positive, even though no labor or surplus labor is extracted. 

Apart from this case, the interpretations in question do imply that, when the price of the net product happens to be positive, positive profit and positive surplus labor will coexist.  The relevant issue, however, is not whether they coexist, but why.  Unless a theory denies that profit could be positive if no human labor were employed — and those under consideration seem not to do so — then we must conclude that it admits the possibility of positive profit without surplus labor.   Putting the same point differently, the only way to refute Dmitriev’s challenge to Marx’s theory of profit is to deny that the physical surplus of a fully automated economy is effectively the same thing as profit under capitalism.  This requires that one deny either that the price of the physical surplus constitutes profit, or that this surplus could have a positive price under complete automation.  The definitions of profit given above do not do so.

3.  Reproduction
 
Perhaps the main reason that the obvious points made in section 2 have not received attention is that theorists have been interested in economies that are able to reproduce themselves physically.  Negative physical surpluses or net products have been thought to imply an economy incapable of long-run reproduction, and have therefore been ignored.  


Yet the appeal to physical reproducibility is either an evasion of the issue at hand or the result of a logical fallacy.  Assume for the sake of argument that if an economy is capable of reproduction, then surplus labor and profit as defined in the simultaneist models are both positive (or both negative or zero).  It does not follow that surplus labor is either necessary or sufficient for positive profit.  Analogously, if I am a man, then I am both male and adult.  Yet not all males are adults, nor are all adults males.

In any case, it is simply not true that long-run reproduction requires positive physical surpluses or net products of all goods.  All actual economies produce some negative net products, and therefore negative physical surpluses, because some goods (386 computers, for instance) are used as inputs without being reproduced.  The economies sustain themselves and even grow by producing, instead, similar but not identical goods (586 computers).
  Yet, as was noted above, simultaneist theorems that surplus labor is sufficient for positive profit do require the postulate that all net products are positive.  Since this postulate is violated in every actual economy, it follows that the theorems do not apply to the real world.

It is impossible, moreover, for simultaneists to construct comparable theorems to cover real-world situations, because simultaneous valuation is impossible when some inputs are not reproduced as outputs.  To compute the aggregate price of the net product, one takes the gross price of the outputs and subtracts the replacement cost of the inputs, i.e., the vector of inputs pre-multiplied by their end-of-period prices.  Yet inputs that have been used up without being reproduced do not have end-of-period prices, so this is impossible.  

One could, of course, use their prices when they entered production, but then one would not be valuing inputs and outputs simultaneously.  The only other alternative is to impute end-of-period prices to the inputs by trying to establish an equivalence between them and goods that have replaced them as outputs.  Yet any attempt to homogenize heterogeneous things is not only conceptually dubious; it also leads to arbitrary results.  One estimate may conclude that the price of the aggregate net product is positive, while another, even slightly different, estimate may conclude that it is negative.  The truth of a theorem that surplus labor is necessary and/or sufficient for positive ‘profit’ would then depend on the idiosyncrasies of the estimators!


Yet even if we ignore non-reproduced inputs, it is very probable that actual economies, even highly productive ones that do reproduce themselves over time, fail to satisfy the received definition of ‘reproducibility’ (e.g., Roemer, 1981, p. 19).  This definition requires economies to produce non-negative physical surpluses of all goods in each and every period.  As I shall show presently, however, reproducibility actually requires only that non-negative surpluses be produced over some longer time span (and that initial reserve stocks be of sufficient size).

Roemer (1981, p. 19) first states that reproduction requires that no stock be run down to zero.  He notes correctly that one way of “assuring” this — i.e., one sufficient condition for reproducibility — is to postulate that all physical surpluses are non-negative in every period.  Yet immediately thereafter, he pronounces this postulate a “requirement” for reproducibility — i.e., a necessary condition.  It is easy to show that this is incorrect.

Table 1 depicts a two-good economy in which the production of each good requires 0.4 units of both goods.  Due to fluctuations in output levels, a negative net product (and thus physical surplus) of good A is produced during the first hour, and a negative net product of B is produced during the second.  Over the course of these two periods, however, 25% more of each good is produced than is used up.  Given an initial reserve stock of A of at least 1 unit, there is no technological barrier to this economy’s expanded reproduction.  

Table 1









First Hour

Second Hour

Two-Hour Period

Sector
Input of A
Input of B
Output

Input of A
Input of B
Output

Input of A
Input of B
Output

A
2
2
5

4
4
   10

6
6
15

B
4
4
   10

2
2
     5

    6
    6
15

Total
6
6


6
6


  12
  12


Even though some net products are negative, such an economy satisfies the Hawkins-Simon conditions.  In essence, these conditions define a self-sustaining economy as one in which all net products would be positive at some levels of output.  And all net products would be positive here if, say, 15 units of each good were produced during each period.  

Since 15 units of each good are indeed produced over two hours, it is possible to include this case among those in which all physical surpluses are non-negative in every period.  One needs only to redefine the length of a period as two hours instead of one.  Yet once one does so, simultaneist theorems that surplus labor is necessary and sufficient for positive profit will become false.  Market prices may change during the lengthened period in such a way that, for instance, surplus labor is extracted in both sub-periods, but profit is negative in each of them and therefore over the lengthened period as a whole.
  (In the present example, this would occur if the relative price of good A were sufficiently high during the first hour and sufficiently low during the second.)


The simultaneist theorems are therefore true only if a non-negative surplus of each good is produced in each and every period, no matter how short the period.  A period in this context can be no longer than the length of time during which prices remain constant; but they can change from one instant to the next.  The shorter the period, however, the less likely it is that all physical surpluses will be positive.  Over very short periods, it is almost inconceivable that this is the case.  Many factories and offices shut down overnight, but night in one part of the world is midday in another.  Some business is therefore always using up some input that its supplier is not reproducing at that moment.   Hence, if the theorems in question are formally true, they fail to apply to the real world, because one their crucial premises never holds, while if they do apply to it, they are false.

4.  The Temporal Single-System Interpretation

I have shown that surplus labor is not the sole source of profit when inputs and outputs are valued simultaneously.  Yet it is also obvious that, under non-simultaneous (temporal) valuation, nominal profit can be positive when surplus labor is negative, and vice-versa.  A sufficiently large rise in the price level during the production period, for instance, can make nominal profit positive although surplus labor is negative.  Thus, if there is to be some sense in which surplus labor can be said to be the sole source of profit, it is necessary both that surplus labor and profit be defined in temporal terms and that the definition of ‘profit’ refer to real profit.  

Yet different methods of adjustment for inflation will yield different measures of real profit.  It is therefore impossible to prove or disprove analytically that surplus labor is the sole source of profit, even real profit.  The answer will depend upon one’s concept of inflation.  If the exploitation theory of profit holds under a particular definition of inflation, and one accepts that definition, then one must conclude that surplus labor is the sole source of (real) profit.  If one rejects the definition, one must draw the opposite conclusion.  

Of the existing interpretations of Marx’s value theory, only the temporal single-system interpretation (see, e.g., Ernst (1982), Kliman and McGlone (1988), Giussani (1991-92), Freeman and Carchedi, eds. (1996), Maldonado-Filho (1997), Ramos (1997)) implies that surplus labor is both necessary and sufficient for real profit to exist, under completely general conditions.  To demonstrate that the exploitation theory of profit holds under this interpretation, in other words, absolutely no restrictive postulates are required.  For instance, negative net products can exist and profit rates can be unequal.  Production can be a continuous flow, or it can take place with discrete lags between input and output.  It is also unnecessary to invoke any of the unrealistic postulates (constant returns to scale, no fixed capital, no joint production, no input substitution or choice of technique, etc.) commonly invoked in input-output literature.  

To emphasize this last point, I will discontinue the use of input-output notation and instead define the following economy-wide monetary aggregates.  During the period from time t to time t + 1, C(t) stands for expenditures on used-up constant capital (materials and depreciation of fixed capital), V(t) is variable capital (the wage bill), and P(t+1) is the total price of output.  In addition, living labor is denoted as L(t) and the ‘temporalist monetary expression of labor-time’ is ((t) at time t and ((t+1) at t + 1.   This notation implies that production takes one period, yet all of the following relations could be restated in terms of continuous time (P(t+1) would become P(t) + dP/dt and ((t+1) would become ((t) + d(/dt), without affecting any of the results.  

Like the newer simultaneist interpretations, the temporal single-system interpretation construes surplus labor as living labor minus the labor-time equivalent of money wages: 
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As measured in labor-time, value added during production is conceived as the difference between the labor-time equivalents of total price and constant capital expenditures, 
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 and this difference is equal to the living labor extracted, since the latter generates all new value.  Hence
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(8)


Nominal profit is (N = P – C – V.  According to any definition of real profit, however, P must be deflated in order to adjust for changes between times t and t + 1 in the amount of money that represents one unit of value.  Thus 
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According to the temporal single-system interpretation, the rate of inflation is i = 
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 (or, in continuous time, 
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), the rate of change in the monetary expression of labor-time.  This means that inflation occurs if the same amount of value, as measured in labor-time, is expressed as a greater monetary sum.  As I will now show, this is the definition of inflation that the exploitation theory of profit requires.  

Multiplying (8) by ((t) and using this definition, one obtains 
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  Using the last expression in place of the middle one, (9) becomes 
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or simply 

        (R = ((t)s .




(11)

 This looks very similar to the proportionality between surplus labor and profit that was derived from the newer simultaneist interpretations.  Yet whereas (, the simultaneist monetary expression of labor-time, need not be positive, examination of (8) shows that, if C, L, P, and the initial condition ((0) are positive and finite, then all subsequent terms of the (-series must also be positive and finite.  The proportionality between surplus labor and real profit, together with this result on (, imply that surplus labor is both necessary and sufficient for real profit to be positive.  (According to (10), real profit will be zero in Dmitriev’s case of fully automated production, since L and V will both be zero.  This resolves his paradox.) 
I have noted that this result requires that surplus labor and profit be conceived in temporal terms.  An anonymous referee disagrees, arguing that ( must be positive, not because it is determined within historical time, but because it is defined in terms of total price and value.  If ( were instead defined as ( is, in terms of value added, it too could be negative.  Real profit could thus be negative although surplus labor is positive.  Yet this alternative ( would still be determined temporally, so ‘the introduction of time is irrelevant’.

Since it follows from (8) that 
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(8’)
the referee is correct in noting that ( is the ratio of total money price to total (dead and living) labor.   In contrast, her or his alternative ( (converted into my notation) is
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where i is defined in the same way as above.  I fully agree that (* is the appropriate temporalist counterpart to (.  Both ( and (* are ratios of value added in money terms to value added in labor-time terms.  Yet here the unit prices of inputs and outputs need not be equal, and nominal value added is adjusted for inflation.   

Contrary to the referee’s claim, however, (* simply cannot be negative.  The simplest way to show this is to prove that (, which we already know must be positive, is identical to (*.  Multiplying (8’) by the denominator of its right-hand side, and recalling that ((t+1)/((t) = 1 + i, one obtains 
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The simultaneist monetary expression of labor-time can likewise be written in a manner analogous to (8’): 
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  Proponents of the simultaneous single-system interpretations consider the last expression to be the ratio of total money price to total value as measured in terms of labor-time.  Whether the monetary expression of labor-time is written as a ratio of totals or as a ratio of values added is therefore irrelevant.  Both ( and ( can be written in either form, yet the temporalist interpretation nonetheless implies that surplus labor is the sole source of profit, while its simultaneist counterparts imply the opposite.  What is  relevant is precisely the introduction of time.  Since the only difference between ( and ( is that the former is determined temporally and the latter is determined simultaneously, it is this difference that accounts for their contrary implications.  For the exploitation theory of profit to hold, temporality is indeed necessary.
 

5.  Conclusion

Due to their static character, simultaneist interpretations of Marx’s value theory grant value no role in explaining the dynamics of capitalism.  Although some proponents of simultaneist interpretations have acknowledged this, they seem untroubled by it.  They contend that the ‘core of the explanatory power of the labor theory of value lies in the analysis of exploitation’ rather than in dynamic analysis (Duménil and Lévy (1997:16)).  And, invoking the FMT and similar theorems, they have argued that their interpretations do imply that exploitation of workers is the sole source of profit.  

This paper has demonstrated, to the contrary, that simultaneism and the exploitation theory of profit are incompatible.  The FMT holds only when all physical surpluses are positive (or profit rates are equal) in every period, and similar theorems pertaining to more recent simultaneist interpretations hold only when all net products are positive in every period — no matter how brief the period.  These conditions have been shown to be implausible and completely unnecessary for reproduction.  A choice between simultaneous valuation and the exploitation theory of profit must therefore be made.

Marx’s value theory thus seems to be far more of a ‘package deal’ than has hitherto been recognized.  The attempts to fragment it into dynamic and static aspects, and to reject the former while embracing the latter, have not succeeded.  When his value theory is given a static interpretation, not only do Marx’s explanations of dynamic issues, such as the tendency of the profit rate, seem to be false, so does his explanation of the origin of profit, a putatively static issue.  Conversely, the temporal single-system interpretation, which vindicates the internal consistency of his value theory in other respects, also vindicates the logical coherence of the exploitation theory of profit.  One may now in good conscience turn directly to Capital, unencumbered by others’ ‘corrections’ of its alleged errors, in order to help analyze and understand the world in which we live.  

REFERENCES
Dmitriev, V. K.  1974.  Economic Essays on Value, Competition and Utility (Cambridge:

Cambridge University Press).

Duménil, G.  1983.  Beyond the Transformation Riddle:  A labor theory of value.  Science and 

Society  47:4.

_____ and D. Lévy.  1997.  The Conservation of Value:  A rejoinder to Alan Freeman.  

Submitted for discussion to the International Working Group in Value Theory miniconference at

the Eastern Economic Association conference, April, Washington, D.C.

Ernst, J. R.  1982.  Simultaneous Valuation Extirpated:  a contribution to the critique of the neo-

Ricardian concept of value, Review of Radical Political Economics 14:2.

Foley, D. K.  1982.  The Value of Money, the Value of Labor Power, and the Marxian

Transformation Problem, Review of Radical Politi​cal Economics 14:2.

_____.  1997.  Recent Developments in the Labor Theory of Value.  Presented at the

International Working Group in Value Theory miniconference at the Eastern Economic

Association conference, April, Washington, D.C.

Freeman, A, and G. Carchedi, eds.  1996.   Marx and Non-equilibrium Economics (Cheltenham, 

U.K.:  Edward Elgar). 

Giussani, P.  1991-92.  The Determination of Prices of Production, International Journal 
of 

Political Economy 21:4.

Howard, M. C. and J. E. King.  1992.  A History of Marxian Economics:  Volume II, 1929-1990 

(Princeton, NJ:  Prince​ton University Press).

Kliman, A. J.  1997.  A Contribution to the Ongoing Inquiry into the Existence of Marx's

Marxism.  Submitted for discussion to the International Working Group in Value Theory 

miniconference at the Eastern Economic Association conference, April, Washington, D.C.

_____ and T. McGlone.  1988.  The Transformation Non-Problem and the Non-Transformation 

Problem, Capital and Class 35.

Lee, C.-O.  1993.  Marx's Labour Theory of Value Revisited, Cambridge Journal of Economics 

17:4.

Maldonado-Filho, E.  1997.  Release and Tying up of Productive Capital and the 

"Transformation Problem."  Presented at the International Working Group in Value Theory 

miniconference at the Eastern Economic Association conference, April, Washington, D.C.

Morishima, M.  1973.  Marx’s Economics:  A Dual Theory of Value and Growth (Cambridge:  

Cambridge University Press).

Moseley, F.  1993.  Marx's Logical Method and the "Transforma​tion Problem," in F. Moseley

(ed.), Marx's Method in Capital:  a reexamination (Atlantic Highlands, N.J.:  Humanities Press).

Okishio, N.  1993a.  A Mathematical Note on Marxian Theorems.  In Nobuo Okishio — Essays 

on Political Economy:  Collected Papers, M. Krüger and P. Flaschel, eds.  (Frankfurt am Main:  

Peter Lang).

_____.  1993b.  Three Topics on Marxian Fundamental Theorem. In Nobuo Okishio — Essays 

on Political Economy:  Collected Papers, M. Krüger and P. Flaschel, eds.  (Frankfurt am Main:  

Peter Lang).

Ramos, A.  1997.   Labor, Money, Labor-Saving Innovation, and the Falling Rate of Profit.  

Presented at the International Working Group in Value Theory miniconference at the Eastern 

Economic Association conference, April, Washington, D.C.

Roemer, J.  1981.  Analytical Foundations of Marxian Economic Theory (Cam​bridge:  

Cambridge University Press).

Steedman, I.  1977.  Marx After Sraffa (London:  New Left Books).

Wolff, R., A. Callari, and B. Roberts.  1984.  A Marxian Alternative to the Traditional

Transformation Problem.  Review of Radical Political Economics 16:2&3.
NOTES










�  Because it refrains from asserting any relationship between surplus labor and profit (measured 





in terms of money or a numéraire), the interpretation of Wolff, Callari, and Roberts (1984) is an 





exception.





 


�  A = [aij] is a square matrix of input-output coefficients; aij is the amount of good i used to 





produce one unit of good j.  b is a column vector of wage goods per unit of living labor, ( is a 





row vector of living labor requirements per unit of output, and x is a column vector of outputs.  I 





is the identity matrix.  








� When no physical surpluses are negative, but some are zero, and some prices and/or values are 





zero, the aggregate worth of the physical surplus vector can be zero when valued at prices and 





positive when valued at values, or vice-versa.








�  See Kliman (1997) for other criticisms of this concept.








�  I am indebted to Alan Freeman for emphasizing this crucial point. 








�  An anonymous referee has noted that the case of 386 computers concerns “technological 





change over time creating obsolescence in durables, and not … valuation in a timeless world 





where there are negative net products.”  The point is presumably that the models used to deduce 





the FMT and similar theorems disregard this case.  I agree.  It is precisely for this reason that the 





theorems do not apply to the real world.   This is true whether or not it is legitimate to abstract 





from this phenomenon and whether or not the theorems are interesting and useful. 











�  This could occur even if prices fluctuate only slightly and the economy is in equilibrium in all 





other respects –– growth rates and profit rates are equalized over the course of the lengthened 





period, technology is not changing, wage rates are equalized, etc.  Numerical examples 





demonstrating this possibility are available from the author at the Department of Social Sciences, 





Pace University, Pleasantville, NY 10570 USA or � HYPERLINK mailto:akliman@pace.edu ��akliman@pace.edu� .








� Of course, it is not sufficient.  The exploitation theory of profit would not hold under a





 different definition of inflation, or under different temporal conceptions of value added and the 





monetary expression of labor-time.
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