How Marx’s Theory of Exploitation Substantiates the Labour Theory of Value
According to many interpretations, the labour theory of value is an essential premise of Marx’s attempt to uncover the specific form of exploitation that defines capitalism. This paper argues that the relationship between the theory of capitalistic exploitation and the labour theory of value is not one of conclusion and premise. The key claim of the paper is that Marx is not, at any point in Capital, ‘assuming’ or ‘hypothesising’ the labour theory of value (so it is not really a theory at all, rather as Marx writes, it is simply the ‘law of value’) as some fixed and given axiom. Rather, the initial analysis of the commodity, leading to the labour theory of value, with which Marx famously begins Capital, requires substantiation. It must be shown how the labour theory of value is instantiated – how the social process enables value to exist through the exchange relation, and how the social process enables the magnitude of exchange value to be tethered by the magnitude of socially necessary labour time. The key step in this process of substantiation is, according to the argument of this paper, the theory of exploitation. This argument is suggested to shed new light on the transformation problem. In particular, it supports the interpretation of the transformation problem pioneered by Fine (REFS) and contributed to by Saad-Filho (REFS). Just as the theory of capitalistic exploitation gives more substance to the initial presentation of the labour theory of value, so Marx’s transformation procedure further substantiates the theory of exploitation and of value. It is hoped that readers will be helped to grasp Fine and Saad-Filho’s interpretation, in the light of the abstract basis provided here. Of course, a detailed study of these more concrete issues is beyond the scope of this paper, and the reader is referred to Fine, Saad-Filho and other relevant author’s work.

The Starting Point of the Theory of Capitalistic Exploitation: the Capital-Form 

Marx develops the theory of exploitation from consideration of contradictions within the ‘capital-from’. The capital form is initially defined as M-C-M'. A commodity is purchased at a sum of money equal to ‘M’, for the purpose of a future sale, at a price of M', which is M + dM (M and dM being positive in sign). Here, the dM component of M' is called ‘surplus value’. This much is well known. But what exactly does M-C-M' refer to? And what is the contradiction within this capital-form that must be resolved? These questions are answered below.

The process denoted M-C-M' refers to a dominant day to day activity and experience of individuals, in all societies where capitalism predominates. It is the activity and experience of making money through the process of exchange. Money is advanced, and through the process of exchange, money is later received that is greater in magnitude than that which is advanced: this was the purpose of the initial advance of money. Through the many and disparate experiences and activities of individuals within capitalist societies, this activity and experience is, then, a dominant one. Despite appearing to be banal this definition of the capital-form, in terms of the general experience and activity of individuals, is rarely made explicit. Nor, in fact, does it appear to be implicit in many prevalent theories of surplus value. In particular, many arguments regarding surplus value do not account for the fact that this is a surplus that is made through exchange, a point which will be returned to below. 

All the visible and general appearances of the exchange process are taken account of at this stage (at the introduction of the capital-form). Marx takes the most important of these appearances to be as follows: The price of any given commodity displays some average magnitude, an empirical average over time (the ‘long run’), visible to the participants to exchange. These participants consider the long run average price the ‘true’ value magnitude of the commodity, as against the vagaries of day to day price fluctuations. This average price magnitude is given to individuals; they are not able to influence it. A distinction between true value and day to day price is a corollary of the notion of value already uncovered in the preceding analysis of ‘value’ (chs. 1 to 3 of Capital). This is so because commodities could not gain qualitative recognition as ‘values’ without there being some sense generated of a quantitative distinction between the true inherent value magnitude and actual price deviations from that magnitude. However, it seems unlikely that there is a stable and meaningful long run average magnitude within modern day capitalism, if the ‘long run’ is taken to be a period of years. Nevertheless, Marx’s analysis remains apposite because it is the basic distinction of true value magnitude versus price deviations around that true value that is important. This distinction is the sine qua non of value. Marx’s notion of average price will be retained, therefore, in the exposition below. 

As well as the visible features of exchange, Marx has also, prior to the introduction of the capital-form, argued that there are a number of aspects to the exchange process which are not so obvious. In particular, he has argued that the value of a commodity is the socially necessary abstract labour contained (‘congealed’) within it. Accordingly, the magnitude of value is the magnitude of abstract labour time contained within the commodity.  Here there arises a complication. Marx took the notion of ‘long run average price’, outlined above, from Smith and Ricardo. Smith and Ricardo had taken for granted that the magnitude of this average price was proportional to the magnitude of value. In this they were doing no more than accept the every day notion of ‘true’ value magnitude as long run average price, discussed above. Thus, Ricardo insisted that the labour time contained within a commodity was proportional in magnitude to the long run average price of the commodity. However, and as Marx recognises, this is not the case. There is a divergence between average price magnitude and the magnitude of abstract labour time within a commodity. Therefore Marx insists that the average price magnitude is ‘ultimately regulated’ by the abstract labour time magnitude of a commodity, rather than that the two magnitudes are directly proportional. Many critics have argued that Marx’s own presentation in Volume 3 (when corrected for mistakes) undermines his claim (this is the ‘transformation problem’). To the contrary it will be argued below that Marx’s presentation substantiates his claim.

Not to be confused with this key claim regarding the ‘ultimate regulation’ of average price by labour time, is an innocuous assumption that Marx makes at the introduction of the capital form. Marx, for the sake of simplicity, assumes that the magnitude of abstract labour time (the ‘immanent’ measure of value) is proportional to the average price magnitude. Though false, this assumption makes the presentation simpler and can easily be relaxed later on. Hence it is entirely innocuous, unlike the claim that average prices are ‘ultimately regulated’ by abstract labour times.

Contradictions within the Capital-Form
Within the capital form, a sum of money is advanced and, through the process of exchange, a greater sum of money is received than was initially advanced. This increment is denoted ‘dM’. Following the discussion above, the price of sale and of purchase would normally be taken to be the ‘average price’ magnitudes, which are proportional to socially necessary labour times, given Marx’s innocuous assumption of proportionality. However, the surplus value inherent in the capital-form clearly appears to break the law of ‘equivalent exchange’. Marx stresses the freedom of the parties to exchange in this context. This is a reference to the equal power and status of the exchanging parties inherent in the sphere of exchange. Private individuals, free to dispose of their respective commodities, enter the exchange process. They face the given, objective prices of commodities (this ‘giveness’ and objectivity being the sine qua non of value as discussed above). The prices are given to all individuals hence determined by none of them – all participants to exchange are free and equal in this sense. Price determination is the unintended consequence of their actions and occurs ‘behind their backs’. Marx calls this the ‘normal’ form of simple circulation, its form in abstraction from the consideration of outside factors. For example, any monopoly power to influence price is to be considered an infraction of the normal laws of exchange, and is abstracted from at this stage. In this context, surplus value appears to be inexplicable. There is one value (average price) attached to every single commodity, known to commodity owners, prior to exchange. Commodity owners will not sell below the value for then they would lose value, which is irrational. They will not sell above value (though they would if they could) because this would entail an irrational buyer. How, then, is surplus value possible? 

One obvious possibility is to drop the assumption of the ‘normal’ laws of exchange. Through some external factor, say monopoly power or asymmetric information, an individual (person or firm) is enabled, for example, to push the average price of a commodity above the average price that would prevail under ‘normal’ conditions. Dropping the assumption does not, however, provide an explanation of surplus value. The ability to push up or down a (long run average) price and thus gain an advantage creates as many losers as it does winners. Thus, and as is well known, the increase that a monopolist achieves, causes a redistribution of value in its favour, but it does not increase the total value in the economy. Just as the monopolist, as seller, receives a higher price, so the consumer has to pay a lower price. The gain of the monopolist is thereby exactly matched by the loss of the consumer. The net gain within the economy as a whole remains zero.  In terms of the characterisation of surplus value and the capital form outlined above, the general experience and activity of losing money through exchange would be exactly as prevalent as the experience of gaining money through this process. This is not capitalism.

A second possibility is to consider explicitly the case of individual production of commodities. This is to consider a process that lies outside the sphere of circulation (exchange) and hence that has been abstracted from hitherto. The only way of conceiving of production, at this abstract level, is to assume individuals produce the products they take to the market. So cannot individuals create surplus value through such production? In fact, they cannot. The increase in value (or average price) that they create is, by definition, not achieved through the process of exchange. In the case of individual production, then this individual, in their ongoing activity, does not experience value self-expanding. On the contrary, the individual experiences all exchanges as occurring at value. Given this exchange at value, then the individual knows that their work to create a new or transformed commodity, can indeed yield extra value. The new commodity may have a new and higher average price than that with which the individual began production (note the innocuous assumption of average price / value proportionality). But this value is due to the labour of the individual, it is not due to the process of exchange. Indeed, it is premised on equivalent exchange. This argument illustrates the importance of Marx’s keen observation of just what surplus value is. It is not just an increase in value. It is an increase in value that individuals, in their ongoing activity, experience as occurring through exchange. Consequently it is self-expanding value. The mass and rate of surplus value is dependent not directly on the amount of work that the individual does, but on the quantity of exchanges that the individual is able to make. The more money that the individual holds, the more the opportunity to exchange, the more surplus value that it is possible to accrue. This is not the case if the increase in value is due to the labour of the individual. The amount of labour time and effort contributed by the individual to production is not increased one iota by the quantity of money the individual possesses. In order to illustrate further this point, and to pave the way for Marx’ resolution of the problem of surplus value, it is useful to examine the case of (what is now termed) machinery. This is done below. 

Why, it could be asked, cannot an individual producer purchase a machine in order to increase the quantity produced, hence the amount of money made on sale? Why can’t the extra money be used to purchase more machines, so further increasing output and so on? Would not this be surplus value? Would not the problem of surplus value be solved on consideration of machinery? It should first be responded that machinery, as it now appears to individuals of the present day world, is the result rather than the cause of the capitalistic mode of production. The best that would have been available on the market prior to capitalism is tools and raw materials rather than machines proper. Nevertheless, consideration of the question of machinery is revealing at this stage, as will be explained below.

The purchase of a machine by an individual, is the purchase of a thing with a specific and pre-specified use; this makes it a use value. Unlike consumption goods, this use consists in the ability to make some specific contribution to the production of new use values, rather than in the ability to satisfy directly human needs and wants. The machine exists as a potential use value on sale, and is realised as a use value on being employed on production. In other words, the useful quality of the machine, the ability to make a specific contribution to production, exists only as a potential on sale, becoming a reality after sale, in the production process. This potential / actual distinction is common to all commodities. For example, on purchase of a Mars bar, I purchase the potential ‘eating of a Mars bar’ and I realise this potential only in consuming the bar after purchase. Or, on purchase of a pen, I buy a potential ‘thing I am using to write with’ and I realise this potential after purchase, when actually writing. 

A corollary of the above is that the contribution of the machine to production is fully paid for prior to production, in the sale of the machine, just as the consumption of a Mars bar or the use of a pen is fully paid for prior to realisation, in sale. Whatever the machine contributes to production has been fully paid for by the buyer of the machine. Although this point is simply a clarification of what ‘buying a machine’ actually means, something that is taken for granted in everyday life, it is very important. It is, moreover, applicable to the purchase of any input; not just machines but land and raw materials. Inputs are purchased, like all other commodities, for their specific use. It is this use that makes them a ‘use value’ to which a price is attached, yielding the two-fold character of the commodity. This use, in the case of each individual input to production, is a specific contribution to the production of the output. When all of the inputs to a specific production process are taken together, then their collective use, their collective contribution, is the specific output that they produce. The output is the realisation of all of the input contributions taken together: it is the specific purpose for which they have been purchased and it represents their collective realisation as use values. Hence, if all of the input contributions are fully paid for then, by way of tautology, the specific output has been fully paid for. 

It follows that the price of the specific output has, in effect, two expressions. Not only is it expressed by the price directly attached to it, and paid by the consumer of the output, it is expressed also by the sum of prices of the input contributions, paid by the producer. There are not two different commodities, and hence two different prices, in this case. Rather, the output and the sum of contributions of the inputs are one and the same thing. In terms of the magnitude of price, it follows that the respective magnitudes should, likewise, be equal. The cost of production of the output, the sum of the prices of the individual input contributions, should be equal to the price of the output.
 This assumes, in accordance with the presentation above, only that each commodity is allotted some (average) price magnitude that is given to the individual participants to exchange, rather than being determined by them. No other assumptions about the pricing mechanism are required, except the assumption that all inputs do indeed have a given price. Thus far in the analysis, this latter assumption appears to hold for all except individual labour.

To return to the case of a machine, in the light of the above, it is clear that any discrepancy between the price of the output and the price paid for the machine cannot be attributed to the contribution of the machine (a contribution which has already been paid for). It must be attributed to some other contribution to the production of the output. Only the contribution of the individual producer and / or the employment of means of production that have not been purchased on the market, can yield a product greater in value (average price) to that of the input contributions that have been purchased on the market. Once again, the implication is that surplus value has not been explained. Whatever is purchased, it seems, yields the same value, if used as a contribution to output, as it cost to purchase. Far from being a source of value, the exchange process, and hence money, would appear to be barrier to it – only ever yielding in value, what it has previously taken away. But if an item has not been purchased on the market, then it cannot yield surplus value either, because surplus value is not just an increment in value: it is an increment that has occurred, or appeared to occur, through exchange. 

To repeat: the above argument holds regardless of the pricing mechanism (which has yet to be grasped). The only fact about the mechanism determining (average) price magnitude that has been established is that each type of commodity is allotted some (average) price magnitude, proportional to labour time magnitude on Marx’s innocuous assumption, and that this price is given to individuals, rather than being determined by them.

Resolution of the Contradiction: Labour-Power and Capitalistic Exploitation

Marx goes on to argue that the special commodity, ‘labour-power’, is the source of surplus value. By purchasing labour-power, the capitalist is, Marx argues, enabled to acquire surplus value. Above, in interpreting Marx’s prior argument on the contradictions in the capital-form, it was stressed that Marx’s argument does not rest on any explicit pricing mechanism. Thus it does not rest on the assumption that the immanent measure of value (socially necessary labour time) is proportional to the external measure of value (price magnitude). Marx’s argument regarding labour-power can, at first sight, appear firmly based upon such an axiom, however. Therefore, an interpretation of the argument will be provided below whereby no such axiom is invoked. Marx’s argument is a further development and substantiation of the labour theory of value (the law of value), not a deduction resting upon it.

Marx continually and clearly stresses that the labour that the capitalist receives upon consumption of labour-power differs from all other inputs because, unlike these inputs, labour is ‘value creating’, it is ‘fresh’, ‘new’ labour. Many interpretations of Marx concentrate upon the fact that labour-power and labour involve, thereby, two different quantities of labour time. The labour-power has a value that is the socially necessary labour time for its reproduction. The labour performed upon realisation of the labour-power, in the production process, has a variable duration, in no way related to the value of labour-power. Hence the labour time received is not the same as the labour time paid for, and surplus value is possible. However this divergence of quantity is not the only important point that Marx is making. For, Marx also expresses, with the very same words, that labour is creative of value, that it is fresh and new. The reference to freshness and creativity is important because it is a reference to the crucial and definitive transhistorical aspects of humanity. Moreover, the reference to creativity of value is also of enhanced significance once it is recognised that value, as a definite form of labour, has a transhistorical aspect, even though value is an historical, rather than transhistorical notion. That is to say, one cannot grasp value (congealed abstract labour) without having first grasped the transhistorical features of labour. As a specific form of these general aspects value incorporates these aspects, as well as providing the new dimension of form to them.  

To miss this key transhistorical aspect is to miss the key causal factor that Marx’s entire presentation rests upon. For, though the point most interpretations do pick up upon (the two different magnitudes of labour time associated with labour-power and its realisation) explains surplus value, it does so only given the prior premise that the labour theory of value is true. But this ‘premise’ has yet to be established (substantiated). Volume 1 does not provided any elucidation of the causal mechanism (social process) whereby the magnitude of value ‘ultimately regulates’ the magnitude of average price. This elucidation awaits Volume 3. It will be argued below that recognition of the key transhistorical features of labour is utterly crucial if Volume 3 is to be grasped. Without such recognition then, in fact, no substantiation of the law of value is achieved. At the very best the labour theory of value appears as an interesting ‘accounting procedure’ with no apparent causal import (though, perhaps a moral one). Hence the labour theory of value would be scientifically redundant, just as Steedman, and so many others, have claimed. But even this ‘very best’ case cannot ultimately be justified. For, without recognition of the crucial transhistorical features of labour, then the procedure of value accounting would have to be considered misleading; there would be no scientific explanation for the existence of profit, interest and rent, and so no justification for any particular accounting procedure. 

Firstly, the relevant transhistorical features of labour will be made explicit. Secondly, their articulation within the capital form will be shown to substantiate Marx’s theory of surplus value. The presentation of the key transhistorical aspects draws upon Ilyenkov (1977) in addition to Marx’s lucid account in chapter 7 of Capital, Volume 1. 

The key aspect of labour, as a transhistorical notion is as follows. Social individuals creatively and purposively transform themselves and the object through their labour. The social individual thus, through labour, creates new objects, and newly acquired abilities. The labour that the social individual does is not structurally inscribed, not pre-programmed within that individual, within their inner chemical, biological or neurophysiological structures. The key relevant inner structures must be susceptible of transformation. Social individuals must have the ability to transform their inner structural constitution in such a way as to enable the creative self-transformation of outward bodily activity and simultaneous creative transformation of the object; so as, in other words, to enable labour to be performed. In contrast to humanity (or any like creature within the universe), the most sophisticated of machines does not produce anything that is new. To the extent that it transforms itself, or other objects, at all, a machine does not do so creatively. It produces nothing that was not already pre-programmed within its inner structural constitution.

Thus machines, unlike humans, are: (1) Specialised. Indeed, the more sophisticated a machine is, the more specialised it tends to be. Thus the computer that ‘beat’ Gary Kasparov at chess, was incapable of walking on and off the stage, or making a cup of tea, or doing anything other than suggest chess moves; (2) Pre-specified. Machines have an essentially fixed inner structure, hence a fixed range of outward activities. The most ‘intelligent’ of machines is not yet able to self-transform itself, let alone an object in anything but a fundamentally limited way. If, one day, the ‘robot’ of science fiction were to come to be real, if a ‘robot’ could creatively transform to the same extent as humanity, then it would be a conscious being, a social individual, equal in status to humanity, and not a ‘robot’ at all. It would, in other words, be a labourer.   

What then is the significance of these transhistorical aspects of labour for the specific historical form denoted surplus value? On the purchase of labour-power, the capitalist is buying a commodity with no fixed inner structure, hence no fixed and pre-specified ability to contribute to production. So to buy labour-power is not to commit to any specific quality and quantity of labour (no matter what the labour contract formally specifies). The capitalist pays precisely for the sole right to determine this quality and quantity, in consumption of labour-power. The capitalist does not pay for the labour, but for the right to determine this labour. Indeed, the actual quantity and quantity of labour performed is not an aspect of labour-power; it is literally immaterial to the nature of this labour-power what quantity and quantity of labour is performed in consumption. By contrast, on purchase of a machine, the capitalist acquires something with a fixed inner structure, and so a materially fixed and pre-specified contribution to production. In terms of the potential / actual distinction common to all commodities, the transformation from potential labour, i.e. labour-power, to actual labour involves new, fresh labour, and hence the creation of something new. In the case of the transformation from the specific potential contribution of a specific machine to its actualisation, in production, nothing new is created. There is a transformation from potential to actual but this is not a creative transformation. 

Thus, only in the case of labour-power is the separation between purchase of potential input contribution and the actual determination of the quality and quantity of this contribution possible. It follows that, though the product is the collective realisation of the inputs, one of these inputs, viz. labour, has not been paid for by the capitalist producer. Hence the sum of the price of labour-power and means of production paid by the capitalist producer does not equal the price of the output. The difference represents the difference between the labour-power that is paid for, and the actual labour performed (which is not, and cannot, possibly be paid for prior to its performance). Of course, for individuals to actually offer this commodity (labour-power) for sale requires that 1) they ‘own’ it. They consider it to be a possession of theirs (hence slave labour does not define the capitalist mode of production) and 2) They do not own anything else in quantity sufficient to provide for their needs and wants. For, the sale of one’s very ability to labour, regardless of the specificity of the labour, is neither natural nor desirable.

Surplus value is, then, congealed unpaid (‘surplus’) labour, as represented in the increment of money at the end of the capital-from (dM). The magnitude of this unpaid labour time is, assuming that prices are proportional to values, equal to the quantity of labour performed over and above that necessary to maintain the labourer (which is the value of labour-power, assuming prices are proportional to values). But, the basic argument that surplus value represents unpaid labour holds regardless of the mechanism that determines relative prices (save the fact that each type of commodity has a given price). Indeed, it is a tautology, but one with great causal import. For, without labour-power, hence the possibility of unpaid labour, there is no surplus-value, hence no capital-form. Social labour over and above the value of labour-power is the cause, the necessary and sufficient (abstracting from realisation problems) condition of surplus value. Just as value, as represented by price, is the objective form of social labour under capitalism, the surplus value, as represented by dM, is the objective form of surplus labour, under capitalism. For, any class society must generate a surplus product which is appropriated by the non-producers such that the producers are exploited (this is a transhistorical claim that has not been developed above). It has now been established that the specific form taken by exploitation is that of the sale of labour-power to the capitalist, and the appearance form of the surplus labour is the increment denoted dM appropriated by the latter. Yet, all of this is mystified within capitalism because the forms of appearance are not immediately recognised as such (as objective representations of social labour) by individuals. Indeed, exchange itself is a bastion of freedom and equality. Later, in Volume 1, the form of wages is shown to further obscure the real relations behind it. 

From Exploitation to the Transformation ‘Problem’

Marx’s development of surplus value production and accumulation will not be presented here. Nor will the development of the circulation process, in the light of the newly grasped production process, undertaken in Volume 2, be presented. Instead, the pricing mechanism referred to above, and developed in Volume 3, will be presented briefly. The aim of the presentation is to vindicate Marx’s theory, and to sketch the reason why there is no major ‘transformation problem’ in Marx’s presentation. This sketch aims to support the interpretation of the transformation put forward by Fine (REFS) and Saad-Filho (REFS). The reader is referred to their work for a full presentation. 

In line with the interpretation of Volume 1 presented above, the transformation in Volume 3 shows, finally, how congealed abstract socially necessary labour time, both value and surplus value, quantitatively tethers it’s own appearance forms, prices and profit (the cases of interest and rent are abstracted from at this stage). It shows what the social mechanism is which brings about this tethering. The mechanism is competition between capitals. Note that competition is a phenomenon recognised by all individuals within capitalism. It is a ‘surface’ phenomenon, entering into the consciousness of individuals directly, but not, it is now apparent, transparently rendering its own essence. For, competition obscures the underlying essence, the substance of surplus value. Competition appears as the quest for profit on the entire capital that has been advanced by the capitalist. Thus both the means of production and the labour-power appear on equal footing. It appears that this entire capital is the source of profit, whereas in fact only labour-power generates the surplus value underlying profit. Moreover, it appears that both labour and the means of production are paid in full. Thus, as elaborated in Volume 1, the form of wages masks the fact that labour is not paid for, and that only labour-power is.

Competition occurs between industrial capitals, both within and between industries. Capital migration causes a tendency for the equalisation of the rate of profit on capital advanced, across the average capital of each industry. Because profit is calculated on total capital advanced, profit rate equalisation is incompatible with price / value proportionality. A capital with a relatively high proportion of means of production used up (constant capital) to labour expended will be priced the same as a capital of same size but with a lower proportion, despite the former capital having a lower labour content than the latter. In the presentation, a constant ratio of labour-power to labour expended, ie. a constant ‘rate of exploitation’, is assumed. Then the ratio between constant capital and variable capital is denoted the ‘composition of capital’. Marx’s ‘problem’ is then to show how the cause, labour-time, tethers the effect, price magnitude, in the face of this pricing mechanism, which, on the surface, appears to contradict the labour theory of value. Marx achieves this by his recognition that what has occurred is a redistribution of surplus value between capitals, such that the profit rate is equalised. Conceptually this is clear. Mathematically, Marx’s demonstration requires a two-step procedure, which is equally clear despite so many mis-interpretations, and is explained below.

The first step is to abstract from the change in value of the inputs, as the profit rate is equalised across industries. This procedure is demonstrated in Volume 3, Chapter 9. The abstraction from input price variation entails that what is called the ‘organic’ composition of capital is being studied. As is well known, two aggregate equalities hold in this case. Total prices equal total values; total profit equals total surplus value. Thus Marx shows clearly how the transformation is indeed a redistribution of surplus value. The aggregate equalities remain intact, as long as the effect of the changes in the circulation (exchange) process on the prices within the production process, is abstracted from. Note the absurdity of the interpretation of Marx’s procedure that insists he has made a mistake by not transforming the inputs, when this is the whole point of this first step!

The second step is to allow the input prices to change (this entails that the ‘value’ rather than the ‘organic’ composition of capital is being studied). In this case, as is well known, and as Marx points out, there will not be an aggregate equality of profit and surplus value. Marx never presents an actual example of this but the relevant calculations have been performed many times since (the method of calculation being similar to that of the Sraffian analysis). Thus Marx has shown theoretically (without presenting an example, on this occasion) that changes in the circulation process lead to modification of input prices so that even in aggregate surplus value does not equal aggregate profit. 

Thus Marx’s entire analysis is vindicated and developed further. Through the process of competition, labour times do indeed tether money forms, as expected, but a process of redistribution of surplus value occurs, further distorted by the impact of price changes on the price of inputs. Such distortions were also expected. It should be emphasised that the entire abstract analysis of surplus value and exploitation, made in Volume 1, Chapter 3-6, holds at this much more concrete level. Individuals face given, fixed prices (the change in price that occurs in the procedure is a logical, not actual one). The only contribution to production that the capitalists do not pay for is unpaid labour. Without this, there would be no surplus value to distribute. It is the cause of profit, for reasons that hold just as much in the current analysis as they do in Volume 1. And, value is inherently abstract, it must gain form through money. Now, the quantitative tethering of money form by underlying essence (labour time) has been presented (at the most abstract and simple level possible). The qualitative mediation of value as price has been shown to entail a quantitative mediation of the immanent labour-time magnitude. Neither price / value proportionality, nor even aggregate surplus value / profit equality holds, due to this necessary process of value representation. This being primarily due to the redistribution of surplus value in profit, coupled with the further distortions as changes in circulation reflect back upon input prices. 

So there is a quantitative modification of the essence that has already been shown to exist. A number of factors contribute to the observed price quantities therefore. But these are to be conceived as modifications of the causal substance and essence of labour time, rather than separate factors. They are the immanent result of the fact that value is inherently non-sensuous so must gain appearance form; must appear as something sensuous, so opposite to the inherently non-sensuous value. To repeat: there is a quantitative mediation, hence deviation of price from value, as expected. There is nevertheless quantitative tethering of price by value as expected. At the same time it is now clear how the pressure of competition is the outward drive of the processes analysed in Volume 1, viz. the various systematic and historical processes of surplus value production and accumulation, the very Laws of Motion of Capitalism. The ‘inner essence’ does indeed determine the outer form of appearance, even as it is distorted by it. These processes can be further developed given this newly developed grasp of competition.

Conclusion
In conclusion a final objection will be raised and answered. ‘So what?’, it may be asked. Why is the labour theory of value required; cannot everything else in Marx’s theory be retained without this theory of value, even if the theory is not flawed, after all? The presentation above has attempted to argue that the labour theory of value tautologically follows from the prevalence of the commodity and of the form of capital (M-C-M') that is empirically evident. A failure to recognise this tautology must, therefore, entail a failure to grasp fully the differentia specifica of capitalism. The key original contribution has been to demonstrate this tautology for the case of surplus value and exploitation. The tautology is not something defined by any individual. Rather, the tautology flows from the empirically observed characteristic forms of capitalism. Value, grasped as congealed labour time, and surplus value, grasped as unpaid labour time, therefore have fundamental causal impact in contemporary society, an impact that is not grasped by prevalent interpretations of Marx, nor by other social theorists. Thus the interpretation of the theory of value presented has been suggested to tie in with, and support, the interpretation of Marx’s more concrete theory, specifically the transformation ‘problem’, provided by Fine and Saad-Filho. Yet, this interpretation is not widely accepted (rather the ‘new interpretation’, TSS theory and ‘traditional’ interpretations are more prevalent within the sympathetic literature). Moreover, Fine explicitly ties his abstract value theory to a whole range of more concrete theory and empirical research on, for example, the value of labour-power, consumption, the household, the labour process and at a more concrete level, the peculiarities of the British economy and world crisis. Not surprisingly, given that the interpretation of value is not widely accepted, nor understood, the more concrete research achieves different results to other approaches, and is found, by some, difficult to grasp. Undoubtedly, some of the research topics (household, consumption) do not even appear as aspects of Marxian political economy to some. Yet, these topics, their relevance to the grasping of present day capitalism, flow directly from the more abstract value theory, as Fine has many times pointed out. It is hoped that the abstract presentation within this chapter will aid the reader in grasping these and other relevant concrete issues, and foster further development of this approach to social theory.

� Thus, in Volume 3, Marx refers to the illusory appearance that ‘cost price’ is the true price, or value, of the commodity and that profit is an (apparently inexplicable) surplus over and above this cost price. He refers back to the analysis of surplus value and exploitation in Volume 1 as the uncovering of the true value relations beneath this illusory appearance. Thus far in the presentation of the problem of surplus value, above, the ‘illusory appearances’ have been articulated. The true nature of surplus value will be presented below. 
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