
I have argued in a previous paper (Moseley 1993) that the logical method employed by Marx in the construction of his economic theory in Capital is fundamentally different from that employed in Sraffian theory, and therefore that the currently dominant Sraffian interpretation of Marx’s theory, which equates Marx’s logical method with Sraffa’s logical method (the method of linear production theory) is fundamentally mistaken. I have emphasized two main differences between Marx’s logical method and that of Sraffa: (1) the order of determination between aggregate magnitudes (mainly the total amount of surplus-value) and individual magnitudes (the individual parts into which the total amount of surplus-value is divided), which also involves whether the rate of profit is determined prior to and simultaneously with the determination of individual prices; and (2) whether the inputs of constant capital and variable are taken as given in terms of money or are derived from given physical quantities of technical conditions of production and the real wage. 

  The first section of my paper briefly reviews my interpretation of Marx’s theory on these two key points, as a prelude to my response to Laibman’s paper and my comments on Kliman and McGlone’s interpretation of Marx’s theory. More attention will be given to the second difference mentioned above, because this issue is the main focus of my differences with Laibman and Kliman-McGlone.

1.1
 MY INTERPRETATION OF MARX’S LOGICAL METHOD


 Prior determination of aggregate magnitudes and the rate of profit

The first important difference between the Sraffian interpretation of Marx’s theory and Marx’s own logical method has to do with the order of determination between aggregate magnitudes (such as total price and total surplus-value) and individual magnitudes (individual prices and the individual parts of surplus- value). The Sraffian interpretation generally ignores aggregate magnitudes, but it implicitly assumes that these aggregate magnitudes are determined subsequent to individual magnitudes as the sum of these individual magnitudes. The Sraffian interpretation also assumes that the rate of profit is determined simultaneously with individual prices. I argue that in Marx’s theory, on the contrary, aggregate magnitudes are determined prior to and independent of individual magnitudes. The general rate of profit is also determined by this aggregate analysis prior to the determination of individual prices. Individual magnitudes are then determined at a later stage of analysis, with the predetermined aggregate magnitudes and the general rate of profit taken as given. Marx expressed this assumed order of determination between aggregate magnitudes and individual magnitudes in terms of the distinction between ‘capital in general’ (or the ‘total social capital’) and ‘many capitals’ (or ‘competition’).

  Volume I of Capital is concerned with an analysis of capital in general, or the determination of the total amount of surplus-value produced in the capitalist economy as a whole. Marx introduced the general theoretical framework for his analysis of the aggregate surplus-value in Chapter 4 of Volume I (‘The General Formula for Capital’). As is well known, this general analytical framework is expressed symbolically as M – C – M´, where M´ = M + 
M. I argue that, in this formula, M represents the aggregate money-capital invested in the capitalist economy as a whole, M´ represents the aggregate money-capital recovered after some period of time through the sale of commodities, and 
M represents the aggregate amount of surplus-value produced during this period in the capitalist economy as a whole, which includes not only industrial profit, but also merchant profit, interest, and rent. The remainder of volume 1 is devoted primarily to an analysis of the determinants of the magnitude of the aggregate 
M.

  Volume III is then concerned primarily with the level of abstraction of many capitals. The main subject of the analysis of many capitals in Volume III is the division of surplus-value among individual capitalists and into individual component parts. In other words, the analysis of many capitals is concerned with the distribution of surplus-value, as subsequent to the production of surplus-value. Part 2 of Volume III analyzes the distribution of surplus-value among the individual branches of production and Parts 4-6 analyze the further division of surplus-value into industrial profit, merchant profit, interest, and rent. In this analysis of the distribution of surplus-value, the total amount of surplus-value is taken as given, as determined in the prior analysis of capital in general in Volume I.

  The ‘transformation problem’ is of course concerned with the distribution of surplus-value among individual branches of production. Since the distribution of surplus-value among branches of production as accomplished by means of the prices of individual commodities, the analysis of many capitals necessarily involves the determination of these individual prices. In this analysis of individual prices and individual components of surplus-value, the total amount of surplus-value and the rate of profit as derived from the total amount of surplus-value are taken as given, as determined in Volume I (see below for a further discussion of this point).

  Marx considered his method of analysis of the total amount of surplus-value prior to its division into individual parts one of the ‘three fundamentally new aspects of Capital.’

In contrast to all former political economy, which from the very outset, treats the different fragments of surplus-value, with their fixed forms of rent, profit, and interest, as already given, I first deal with the general form of surplus-value in which all these fragments are still undifferentiated - in solution as it were. (Marx 1975:186; emphasis added. See also Marx 1975:180 and Marx 1963:40, 92.)


 Determination of constant capital and variable capital
The second important difference between the Sraffian interpretation of Marx’s theory and Marx’s own logical method has to do with fundamental givens in Marx’s theory, or the determination of the inputs of constant capital and variable capital. The Sraffian interpretation assumes that the fundamental givens of Marx’s theory are the physical quantities of the technical conditions and the real wage, and that constant capital and variable capital are derived from these given technical conditions of production and the real wage, respectively, first in terms of the values of these given bundles of goods and then in terms of the prices of production of these same given bundles of goods. 

  According to this interpretation, Marx’s theory of prices of production in Part 2 of Volume III is logically incomplete and contradictory because Marx failed to transform the inputs of constant capital and variable capital in each industry from value magnitudes to price magnitudes. Also, according to this interpretation, because constant capital and variable capital change, the rate of profit also changes as a result of the transformation procedure. This change in the rate of profit has been a key point in the Sraffian critique of Marx’s theory, because, they argue, if the rate of profit changes, then Marx’s theory of the falling rate of profit, which is derived in terms of the value rate of profit, does not necessarily apply to the price rate of profit. Even if it can be shown that the value rate of profit has a tendency to fall, this is not necessarily true of the price rate of profit. Finally, perhaps the most important point in the Sraffian critique of Marx’s theory is that, since both values and prices can be derived from the technical conditions and the real wage, value theory is itself ‘redundant’. One can simply directly derive the prices of commodities and the rate of profit from the given technical conditions and real wage. The resulting prices and rate of profit are identical to the ‘Marxian’ prices and rate of profit (that is, the Sraffian interpretation of Marx’s theory). Hence value analysis adds nothing essential to the determination of prices and the rate of profit.

  I argue, to the contrary, that constant capital and variable capital are taken as given in terms of the quantities of money invested to purchase the means of production and labour-power. 

  In other words, the fundamental gives with which Marx’s theory begins are these quantities of money invested as constant capital and variable capital, not the physical quantities of the technical condition of production and the real wage. The following arguments are offered to support this interpretation. 

  To begin with, the general analytical framework for Marx’s theory, as discussed above, is expressed by the general formula for capital, or M – C – M´.
 The important point for our purposes is that the starting-point of this formula is M, a sum of money invested as capital to purchase means of production and labour-power. The purpose of Marx’s theory of surplus-value is to explain how this given sum of money is increased in magnitude through the purchase, production, and sale of commodities. Therefore, the very structure of Marx’s general formula for capital suggests that Marx’s theory begins with a given sum of money. 

  Secondly, my interpretation, that the money-capital which initiates the circulation of capital is taken as given, is further supported by the logical relation between Parts 1, 2, and 3 of Volume I of Capital. In Part 1, the necessity of money is derived as the necessary form of appearance of the value of commodities. In Part 2, capital is defined in terms of this previously derived concept of money: as money that becomes more money. Part 3 then analyzes the origin of the increment of money that is characteristic of capital, with the initial money-capital taken as given. Marx did not suddenly in Part 3 ignore the prior logical development of money and capital in Parts 1 and 2 and introduce out of nowhere the technical conditions of production and the real wage as the fundamental givens in his theory. Instead, Parts 1 and 2 provide the logical presuppositions for Marx’s theory of surplus-value in Part 3 and beyond. The Sraffian interpretation, on the other hand, has no explanation for Marx’s analysis in Parts 1 and 2 or for the logical relation between these two parts and the theory of surplus-value in Part 3. 

  Thirdly, my interpretation is also supported by Marx’s general methodological principle of ‘historical specificity’, according to which the explanatory concepts of a theory of capitalism should not refer to the general features which capitalist production shares with all form of social production, but should instead refer to those features which are specific to capitalism (Korsch 1938/1963, Chapter 2). The technical conditions of production and the real wage are general features of social production, and thus are not the fundamental explanatory concepts of Marx’s theory. On the other hand, the concept of money refers to specific features of capitalism and is a fundamental explanatory concept in Marx’s theory.

  Finally, my interpretation is also supported by the numerous passages throughout the various drafts of Capital in which Marx referred to the money- capital which initiates the circulation of capital as the ‘presupposed capital’ or the ‘postulated capital’ or the ‘starting point’ or the ‘point of departure’ for his analysis of the circulation of capital. (see, for example, Chapter 4 of Volume I of Capital, and the earlier drafts of this chapter in Marx 1973:250-64, MECW.29. 501-07, Marx 1988:9-20). Nowhere did Marx refer to the ‘presupposed means of production’ or the ‘postulated means of production.’ Either Marx, who it should be remembered had a doctorate in philosophy and paid a great deal of attention throughout the various drafts of Capital to questions of logical method, was extremely sloppy in these numerous passages or Marx intended the usual methodological meanings to the terms ‘given’, ‘postulated’, ‘presupposed’, and so on; that is, that they are the fundamental data with which a theory begins. As especially clear passage is the following from the manuscript entitled ‘Results of the Immediate Process of Production’:

Here, where we are concerned with money only as the point of departure for the immediate process of production, we can confine ourselves to the observation: capital exists here as yet only as a given quantum of value = M (money), in which all use-value is extinguished, so that nothing but the monetary form remains... Thus in the original simple expression of capital (or capital to be) as money or value, every link with use-value has been broken and entirely destroyed... If the original capital is a quantum of value = X, it becomes capital and fulfills its purpose by changing into X + 
X, that is, into a quantum of money or value = the original sum + a balance over the original sum. In other words, it is transformed into the given amount of money + additional money, into the given value + surplus-value. (Marx 1977:976-77; emphasis in the original)

  This passage suggests that Marx’s methodological procedure is to take an initial sum of money as given, and to explain how this given sum of money is increased in magnitude. Notice that in this analysis, ‘all use-value is extinguished, so that nothing but the monetary form remains ... every link with use-value has been broken and entirely destroyed.’

  The initial money-capital that Marx took as given in his theory was assumed to be the objective ‘form of appearance’ of abstract social labour. This function of money as the necessary form of appearance of abstract labour is the main conclusion of Marx’s analysis of commodities and money in Part 1 of Volume I. This important conclusion is then presupposed in the remainder of Capital, and in his theory of surplus-value in particular. Thus the aggregate money-capital taken as given in his theory of surplus-value, like any other quantity of money, is assumed to represent a definite quantity of abstract social labour. The precise quantity of abstract social labour represented by a given quantity of money depends on the value of money, which Marx also took as given (Marx 1977:214, 683).


Theory of surplus-value
We have seen in the previous subsection that Marx’s theory takes as given the money-capital that initiates the circulation of capital. Marx divided this initial money-capital into two component parts: constant capital (C) and variable capital (V); that is, M = C + V. According to Marx’s theory, these two components of the initial money-capital play entirely different roles in the determination of the aggregate price of commodities and thus in the determination of the aggregate amount of surplus-value. The quantity of constant capital becomes one component of the aggregate price of the output. In other words, the constant capital is ‘transferred’ to the price of the output. The amount of value transferred from the constant capital to the price of the output cannot be greater than the value of the constant capital. Hence the constant capital component of the price of commodities cannot be a source of surplus-value. On the other hand, the variable capital does not become a component of the price of the output. Instead, the variable capital is replaced by current labour, and this current labour produces new-value, which becomes the second component of the price of the output (that is, P = C + N). This new-value component of the price of commodities both replaces the variable capital invested in labour-power and provides the surplus-value of capitalists (that is, S = N - V).

  The main point to be emphasized here is that, in Marx’s theory of surplus-value, both constant capital and variable capital are taken as given as sums of money invested to purchase means of production and labour-power, not derived as the values of given means of production and means of subsistence. Marx originally assumed in Volume I that the prices of the means or production and the means of subsistence are equal to their respective values, because there was no basis for any other assumption consistent with the labour theory of value, since the determination of individual commodities, or subsets of commodities such as the means of production and means of subsistence, are not considered in Volume I. Strictly speaking, this equality applies only to the total commodity product. However, this provisional assumption plays no essential role in Marx’s theory of surplus-value in Volume I. The magnitudes of constant capital and variable capital are not determined by the value of the means of production and means of subsistence; that is, they are not derived from the means of production and means of subsistence. The physical quantities of means of production and means of subsistence play no role in Marx’s theory of surplus-value. Instead, the magnitudes of constant capital and variable capital are taken as given (‘given preconditions’) as the quantities of money-capital that initiate the circulation of capital. In Marx’s theory of prices of production in Volume III, it is determined that the prices of production of individual commodities and of the means of production and means of subsistence are not equal to their respective values. However, this more precise determination of the prices of the means of production and means of subsistence does not change the magnitudes of constant capital and variable capital. The magnitudes of constant capital and variable capital do not change because they are taken as given, not derived first as the value and then as the price of production of the means of production and means of subsistence.

  The quantity of means of production which this given quantity of money constant capital can purchase will be different, with the prices of the means of production not equal to their value, than it would be if the prices of the means of production were equal to their value. But the quantity of means of production the given money constant capital will purchase is irrelevant to Marx’s theory of how a given sum of money is increased in magnitude. In Marx’s theory, this given sum of money constant capital is transferred to the price of the final product, regardless of the specific quantity of means of production that it will purchase. Similarly, the quantity of means of subsistence that the given money variable capital will purchase will be different with the price of the means of subsistence than it would be if the prices of the means of subsistence were equal to their value. But again, the quantity of means of subsistence is irrelevant to Marx’s theory of surplus-value. Surplus-value is equal to the difference between the new- value produced by current labour and the given money variable capital, regardless of the quantity of means of subsistence this given money variable capital will purchase.


Theory of prices of production
According to the interpretation of Marx’s theory presented here, the prices of production of commodities are determined according to the following equation:

  (1)
Pi = (Ci + Vi) + r (Mi)

  where Pi stands for the price of production of each commodity, Ci for the periodic flow of constant capital consumed in each industry, Vi for the periodic flow of variable capital expended in each industry, r for the general rate of profit, and Mi for the total stock of money-capital advanced in each industry. In this equation, Ci and Mi are both taken as given sums of money, and r is taken as given as determined in the Volume I analysis of capital in general.

  This determination of prices of production is quite simple and straightforward. And it is fundamentally different from the neo-Ricardian interpretation of Marx’s theory, according to which prices of production are determined simultaneously with the rate of profit, and both are derived from given technical conditions and the real wage, according to the well known equation:

  (2)
P = (1 + r) (PA + PLB)

  where A is the given input-output matrix (the technical conditions of production) and B is the given vector of wage-goods. A and B, defined in terms of physical quantities of goods, play no role in Marx’s theory of prices of production given in equation (1) above.

  Finally, I have shown in my previous paper that, if this interpretation of Marx’s logical method is accepted, then the following conclusions follow: (1) Marx’s theory of prices of production is not ‘incomplete’, that is, Marx did not fail to transform the inputs of constant capital and variable capital from values into prices of production. Instead, in Marx’s theory of prices of production, constant capital and variable capital are taken as given as sums of money, which are assumed to be equal to the prices of production of the means of production and labour-power, respectively. Constant capital and variable capital do not need to be transformed from value magnitudes to price magnitudes because constant capital and variable capital are never determined as the value of the means of production and wage-goods and then later determined as the price of these given bundles of goods. Instead, constant capital and variable capital are taken as given sums of money, regardless of whether or not the prices of the means of production and wage-goods are proportional to their values. (2) Marx’s two aggregate equalities both are true simultaneously, as Marx himself concluded. (3) The rate of profit does not change as a result of the determination of prices of production. Instead, the rate of profit is taken as given in Marx’s theory of prices of production, as determined in the prior analysis of capital in general. (4) The labour theory of value is not ‘redundant’, because values as defined by Marx cannot be derived from the technical conditions of production. The prices of production as determined by Marx’s theory are different from the prices of production determined by the technical conditions of production (as in the Sraffian interpretation of Marx’s theory), or in Sraffian theory.

1.2
 RESPONSE TO LAIBMAN
I am very grateful to David Laibman for his willingness to engage in discussion with the ‘new orthodox Marxists’ about the new interpretations of Marx’s theory they have presented in recent years. He is almost alone (so far as I know) among the ‘old orthodox Marxists’ and the Sraffian critics of Marx in engaging in such a discussion. 

  Laibman’s paper is short, and I am sure does not do full justice to the force of his arguments. However, he does make some important points to which I will attempt to respond in this section. The first two subsections have to do with Laibman’s general interpretation of Marx’s theory of prices of production and the alleged ‘error’ in Marx’s theory. The third subsection responds to Laibman’s specific criticisms of the ‘methodological’ interpretation of Marx’s theory (which presumably includes my interpretation). The final subsection responds to Laibman’s concluding remarks. 


 Laibman’s general interpretation of the transformation problem 
In his paper, Laibman repeats the long-standing criticisms of Marx’s theory of prices of production: that he failed to transform the inputs of constant capital and variable capital, that the rate of profit changes, and that Marx’s two aggregate equalities do not hold simultaneously. These criticisms are based, as always, on the implicit interpretation, criticized above, that the fundamental givens in Marx’s theory are the physical quantities of the technical conditions of production and real wage, and that constant capital and variable capital are derived from these given bundles of goods. However, Laibman, like many ‘old orthodox Marxists’ (for example, Sweezy, Shaikh) does not consider these criticisms to be weaknesses of Marx’s theory, but rather its further development. He argues that, even though Marx’s theory of the distribution of a given amount of surplus-value is not quantitatively true, it remains qualitatively true. 

  It is not entirely clear what is meant by ‘qualitatively true’, but the fact that Marx’s theory is no longer considered to be quantitatively true is a major concession to Marx’s critics. At the very least, the significance of the quantitative errors in Marx’s theory should be discussed (perhaps Laibman has done this in other papers that I have overlooked). How great are the differences between the total amount of profit and the total amount of surplus-value, or/and between the total price and the total value, or between the price rate of profit and the value rate of profit? How likely is it that the price rate of profit will have a significantly different trend from the value rate of profit, as the Sraffian critics have claimed? 

  Laibman also does not respond in his short paper to the Sraffian critique of the ‘redundancy’ of the labour theory of value (again, maybe he has presented such a response in other papers). If both the values and the prices of production are derived from the technical conditions and the real wage, why not derive prices directly from these given physical quantities?


Marx’s admissions of errors
Laibman also repeats the often-made argument that Marx himself acknowledged in several passages that he had made an error in his own explanation of prices of production by failing to convert the inputs of constant capital and variable capital form value terms to price terms.

It should be mentioned that Marx himself repeatedly referred to the ‘possibility of error’ in disregarding the effect of formation of prices of production upon the valuation of inputs. Marx is therefore the first 20th-century Marxist, despite strenuous, and at times admirable, efforts by some of the NOMists to discount and explain away these passages. (p. 3)

  In response, I will first discuss three passages which are usually cited as Marx’s ‘admissions of errors,’ (Laibman does not cite specific references in this rough draft), all of which are from Part 2 of Volume III of Capital. Then I will discuss a fourth passage from Theories of Surplus-Value which is not often mentioned, but which is similar in content to the other three passages.

  The first passage is from Chapter 9 of Volume III of Capital:

Apart from the fact that the price of the product of capital B, for example, diverges from its value, because the surplus-value realized in B is greater or less than the profit added in the price of the products of B, the same situation also holds for the commodities that form the constant part of capital B, and indirectly, also, its variable capital, as means of subsistence for the workers... However, this is always reducible to the situation that whenever too much surplus-value goes into one commodity, too little goes into another, and that the divergences from value that obtain in the production prices of commodities therefore cancel each other out. (Marx 1982:261)

  It seems to me that this passage says: (1) The prices of production of the means of production and the means of subsistence are in general not equal to their values. (2) However, these inequalities between the prices of production and the values of the means of production and the means of subsistence affect only the distribution of surplus-value; they do not affect the total amount of surplus-value or the total price of all commodities produced (that is, ‘the divergences cancel each other out’). Marx did not say anything in this passage to the effect that, ‘in my explanation of the determination of prices of production, I left constant capital and variable capital in value terms, that is, as the labour-time contained in the means of production and means of subsistence, and this error should be corrected, that is, constant capital and variable capital should be transformed from the value to the price of production of the means of production and means of subsistence.’ He simply called attention to this more precise determination of the prices of the means of production and the means of subsistence.

  The second passage is from a few pages later in Chapter 9 of Volume III:

It was originally assumed that the cost price of a commodity equalled the value of the commodities consumed in production. But for the buyer of a commodity, it is the price of production that constitutes its cost price and can thus enter into forming the price of another commodity. As the price of production of a commodity can diverge from its value, so the cost price of a commodity, in which the price of production of other commodities is involved, can also stand above or below the portion of its total value that is formed by the value of the means of production going into it. It is necessary therefore to bear in mind this modified significance of the cost price, and therefore to bear in mind too that if the cost price of a commodity is equated with the value of the means of production used up in producing it, it is always possible to go wrong. Our present investigation does not require us to go into further detail on this point. It still remains correct that the cost price of commodities is always smaller than their value. For even if a commodity’s cost price may diverge from the value of the means of production consumed in it, this error in the past is a matter of indifference to the capitalist [ellipsis?]

The cost price is a given precondition, independent of his, the capitalist’s, production, while the result of his production is a commodity that contains surplus-value, and therefore an excess value over and above its cost price. (Marx 1982:265; emphasis added)

  It seems to me that this passage says: (1) In Volumes 1 and 2, it was originally assumed that the prices of the means or production and the means of subsistence are equal to their respective values. (2) However, once the prices of individual prices have been determined, we see that the prices of production of the means of production are in general not equal to their values. (3) Therefore, if the price of the means of production is equated with their value, this would be a mistake. (4) (Most importantly for our purposes) even if the cost-price of the means of production is not equal to the value of the means of production, this cost-price is what is taken as given (a ‘given precondition’) in the theory of surplus-value. 

  According to Marx’s critics, the phrase ‘originally assumed’ in the first sentence in the above passage refers to earlier in Chapter 9 of Volume III in which Marx had presented his explanation and numerical example of the determination of prices of production. Thus, Marx’s critics conclude that Marx assumed in his explanation of prices of production that the inputs of constant capital and variable capital are equal to the values of the means of production and means of subsistence. However, aside from all the arguments and textual evidence to the contrary presented above, I argue that Marx’s phrase ‘originally assumed’ refers, not to the opening pages of Chapter 9 of Volume III, but rather to Marx’s theory of surplus-value in Volume I. I have discussed above the nature of Marx’s ‘original assumption’ that the prices of the means or production and the means of subsistence are equal to their respective values, and have emphasized that this provisional assumption plays no essential role in Marx’s theory of surplus-value and that relaxing this provisional assumption in Volume III does not alter the magnitudes of constant capital and variable capital. 

  Therefore, I argue that this passage, instead of being an ‘admission of error,’ actually supports my interpretation that constant capital and variable capital are taken as given as sums of money-capital that initiate the circulation of capital. In this passage, Marx was simply pointing out again that he was no longer assuming that these sums of money constant capital and variable capital purchase means of production and labour-power at prices which are equal to their values. He did not say that he himself had made the mistake of equating constant capital and variable capital with the values of the means of production and means of subsistence in his earlier determination of prices of production, but only said that, if someone did make this equation, this would be a mistake.

  The third passage is from Section 2 of Chapter 12 of Volume III on ‘prices of production of commodities with average composition.’ Marx began this section by reviewing the two reasons why the prices of production of commodities diverge from their values: (1) because the profit included in the price of commodities is not equal to the surplus-value contained in them and (2) because the prices of production of the means of production which enter into the production of other commodities are also not equal to the values of these means of production. 

  Marx then continued, with respect to commodities produced with capitals of average composition of capital:

It is quite possible, accordingly, for the cost price to diverge from the value sum of the elements of which this component of the price of production is composed, even in the case of commodities that are produced by capitals of average composition...

Yet this possibility in no way affects the correctness of the principles put forward for commodities of average composition. The quantity of profit that falls to the share of these commodities is equal to the quantity of surplus-value contained in them. For the above capital, with its composition of 80c + 20v, for example, the important thing as far as the determination of surplus-value is concerned is not whether these figures are the expression of actual values, but rather what their mutual relationship is; that is, that v is one-fifth of the total capital and c is four-fifths. As soon as this is the case, as assumed above, the surplus-value v produces is equal to the average profit. On the other hand, because it [the surplus-value; FM] is equal to the average profit, the prices of production = cost price + profit = k + p = k + s, which is equal in practice to the commodity’s value. (Marx 1982:309-10; emphasis added)

  It seems to me that this passage says: (1) Cost-price diverges from value even in the case of commodities produced with capitals of average composition. (2) However, the profit included in the price of these commodities is equal to the surplus-value contained in these commodities. (3) (Most importantly for our purposes) the cost-price of these commodities (which is not equal to the values of the means of production and means of subsistence) is one component of both the price of production of these commodities and of the value of these commodities. This key point is indicated by the fact that, in Marx’s equations, the same k (the cost-price of commodities) is added both to the surplus-value to obtain the value of these commodities and is also added to the profit to obtain the price of production of these commodities. If Marx was admitting in this passage that he failed to transform the inputs from values to prices in his earlier theory of prices of production, then he quite stupidly continued immediately to make the same mistake again, with respect to commodities produced with capitals of average composition. I don’t think Marx made such a stupid mistake. (4) Since the cost-price is the same in the determination of both the value and the price of production of these commodities, and since profit is equal to surplus-value for these commodities, the price of production of commodities of these commodities is equal to their value. 

  In other words, Marx was saying in this passage that, for commodities produced with capitals of average composition, the fact that the prices of production of the means of production and the means of subsistence are not equal to their values does not affect the cost-price of these commodities, because this cost-price is taken as given, in the determination of both the value and the price of production of these commodities. If this invariance of the cost-price (constant capital and variable capital) is true for commodities produced with capitals of average composition, then this invariance is also true for all other capitals. All other commodities are characterized by the same inequality between the price and value of their inputs. But, as in the case of commodities produced with capitals of average composition, this inequality does not alter the magnitude of their cost-prices, which are taken as given. Far from acknowledging that he had failed to transform the inputs of constant capital and variable capital from values to prices, this passage and its algebraic formulation states the opposite: that constant capital and variable capital are not transformed in the determination of prices of production, but are instead taken as given as the same quantities of money-capital, both in the theory of value and surplus-value in Volume I and in the theory of prices of production in Volume III. 

  Therefore, all three of these passages, which have been interpreted by many, presumably including Laibman, as ‘admissions of error,’ are in fact nothing of the kind. In none of these passages did Marx say that his explanation of the determination of prices of production left the inputs of constant capital and variable capital in value terms, which is a mistake, and which remains to be corrected. To the contrary, these passages provide additional and important textual evidence for the alternative interpretation of Marx’s theory presented here (and presented elsewhere by the other authors cited above): that constant capital and variable capital are taken as given in the determination of prices of production and thus remain invariant in this determination. The Sraffian criticism of Marx’s determination of prices of production is valid only within the framework of the Sraffian interpretation of Marx’s theory; it is not valid within the framework of Marx’s own logical method.

  A fourth passage in which Marx again discussed the two reasons why the prices of production of commodities diverge from their values is from the 1861-63 manuscript (in a part published in Volume II of Theories of Surplus-Value), thus indicating that Marx was aware of the divergence of cost-prices from their values at least by this date:

It is clear that the conversion of value into cost-price works in two ways: First, the profit which is added to the capital advanced may be either above or below the surplus-value which is contained in the commodity itself, that is, it may represent more or less unpaid labor that the commodity itself contains. This applies to the variable part of capital and its reproduction in the commodity. But apart from this, the cost-price of constant capital – or of the commodities which enter into the value of the newly produced commodity as raw materials, auxiliary materials and machinery or labor conditions – may likewise be either above or below its value. Thus the commodity comprises a portion of the price which differs from value, and this portion is independent of the quantity of labor newly added, or of the labor whereby these conditions of production with given cost-prices are transformed into a new product. It is clear that what applies to the difference between the cost-price and the value of the commodity as such – as a result of the production process – likewise applies to the commodity insofar as, in the form of constant capital, it becomes an ingredient, a precondition of the production process. Variable capital, whatever difference between value and cost-price it may contain, is replaced by a certain quantity of labor which forms a constituent part of the value of the new commodity, irrespective of whether its price expresses its value correctly or stands above or below the value. On the other hand, the difference between cost-price and value, insofar as it enters into the price of the new commodity independently of its own production process, is incorporated in the value of the new commodity as an antecedent element. (Marx 1971:167; emphasis added)

  In this passage, after stating again that one of the two reasons why the prices of production of commodities diverge from their values is that the cost-prices of commodities (the inputs of constant capital and variable capital) are not equal to the values of the means of production and means of subsistence, Marx went on to say that, in spite of this inequality, the cost-price of commodities is nonetheless a ‘given precondition’. I think that the last sentence of this passage is especially important: even though the cost-price is not equal to the value of the means of production and means of subsistence, this cost-price is nonetheless ‘incorporated into the value of commodities as an antecedent element,’ that is, as a given precondition. As in the passage from Marx 1982:265 discussed above, the same cost-price (k) is taken as an antecedent element in the determination of both the value of commodities and the price of production of commodities. Therefore, this passage also supports the interpretation presented here.


Laibman’s critique of the ‘methodological’ interpretation
Laibman begins his critique of the ‘methodological’ interpretation of Marx’s theory by stating that this interpretation ‘rests on an invocation of the sanctity of Marx’s method.’ It is not entirely clear what is meant here by the ‘sanctity’ of Marx’s method. But the word ‘sanctity’ seems to imply that Marx’s method is considered to be necessarily true and without fault.

  However, that is not what I am arguing. I am not arguing that Marx’s theory must be correct; rather I am arguing that an evaluation of the logical consistency of Marx’s theory should be based on a correct understanding of Marx’s own logical method, not on the basis of an altogether different logical method. The critics of Marx’s theory of prices of production, including Laibman, argue that Marx made a logical error – he failed to transform the inputs of constant capital and variable capital from values to prices of production. Surely, the validity of this criticism depends on whether or not the logic of Marx’s theory has been correctly understood. That is the reason I insist that Marx’s logical method be re-examined, in order to properly evaluate whether or not there is a logical error in Marx theory, not because I regard Marx’s theory to be necessarily true and without error.

  I have argued that this long-standing criticism of Marx’s theory assumes that Marx’s logical method is essentially the same as the logical method of Sraffa’s theory, and that this assumption is wrong. I have argued further that, within the framework of Marx’s own logical method, he did not commit a logical error; that is, he did not fail to transform the inputs of constant capital and variable capital from values to prices of production. Because, according to Marx’s logical method, constant capital and variable capital are taken as given in terms of money, not derived from given technical conditions of production and the real wage. Therefore, the correct judgement on the logical consistency depends on which of these two interpretations of Marx’s logical method is correct. One cannot simply brush aside this issue of the correct interpretation of Marx’s logical method and refuse to consider it. One who follows the Sraffian interpretation, including Laibman, should not simply continue to presume and reassert that the fundamental givens in Marx’s theory are the technical conditions and the real wage, and that constant capital and variable capital are derived from these fundamental givens, but should rather present arguments and textual evidence to support this interpretation, and should also criticize the arguments and textual evidence that I and others have presented to support the alternative interpretation. 

  Laibman states at an earlier point in his paper that ‘if Marx’s method can only be evaluated internally, and if it is by definition what he did, then it is rendered immune from criticism.’ I am not sure exactly what is meant by ‘Marx’s method can only be evaluated internally.’ I have indeed argued that the correctness of Marx’s logic should be evaluated within the framework of Marx’s own logical method, not by imputing to Marx’s theory an altogether different logical method. Surely this is correct. But I do not argue that the criteria of this evaluation should somehow be internal to Marx’s theory. Rather, I argue that the criteria for this evaluation should be the usual logical criteria of consistency, completeness, and so on. Such an evaluation does not render Marx’s theory immune to criticism. It is still possible that, within the framework of Marx’s logical method, Marx made a logical error (or errors). But whether or not Marx made such a logical error should be evaluated in terms of Marx’s own logical method.

  Laibman argues further that the ‘methodological interpretation confuses two meanings of the word ‘constant’. Specifically, it is argued that constant capital and variable capital are held constant in the transformation of values into prices of production because they must be held constant in order to explain the origin of surplus-value. 

To isolate the source of the increase [that is, the source of surplus-value; FM], in the purchase and sale of labor-power, the original M must be held constant. From this we deduce that the value magnitudes of inputs are not transformed when (direct) values are transformed into prices of production. (p. 4)

  However, this is not my argument regarding why constant capital and variable capital remain constant in Marx’s theory of the determination of prices of production. My argument, as presented in Moseley (1993) and summarized in Section 1(b) above, is that constant capital and variable capital are held constant because Marx’s logical method takes constant capital and variable capital as given, as the sums of money used to purchase the means of production and labour-power in the first phase of the circulation of capital. Marx’s theory of surplus-value in Volume I of Capital takes as given the aggregate amounts of constant capital and variable capital, and his theory of prices of production in Volume III take as given the individual amounts of constant capital and variable capital invested in each industry. The sum of the individual amounts of constant capital and variable capital taken as given in Volume III is equal to the aggregate amounts of constant capital and variable capital taken as given in Volume I.

  Constant capital and variable capital are not first determined as the values of the means of production and the real wage, and then later determined as the prices of production of these bundles of goods, as in the Sraffian interpretation. Therefore, my argument for why constant capital and variable capital are held constant in Marx’s theory of prices of production does not confuse two meanings of the word ‘constant’. Instead, it is based on a different interpretation of the fundamental givens in Marx’s theory, an interpretation for which I have provided substantial arguments and textual evidence.

  I have presented four arguments to support this interpretation that constant capital and variable capital are taken as given in terms of money: (1) The fact that Marx’s general formula for capital, M – C – M´, begins with a sum of money suggests that this sum of money is the fundamental given in Marx’s theory. (2) The logical relation between Parts, 1, 2, and 3 of Volume I, according to which the concept of money is developed as the logical presupposition to his theory of capital and surplus-value. (3) Marx’s methodological principle of ‘historical specificity’ requires that the explanatory concepts of a theory of capitalism should refer to the specific aspects of capitalism (for example, money), not the general features which capitalism shares with all other social forms of production (for example, physical inputs and outputs). (4) The numerous passages in which Marx stated that the quantity of money-capital that initiates the circulation of capital is given or presupposed in this theory of surplus-value. 

  Laibman has not responded to any of these arguments in his paper. Rather, he continues to assume, without argumentation or justification except the authority of the prevailing interpretation, that the fundamental givens in Marx’s theory are the technical conditions of production and the real wage, and that constant capital and variable capital are derived from given physical quantities, first in terms of values and then in terms of prices of production.

  Finally, Laibman also argues that, according to my interpretation of Marx’s method, constant capital and variable capital are left in terms of value, that is, as the value of the means of production, and wage goods, respectively. I hope it is clear from the above discussion that this criticism is not valid. According to my interpretation, constant capital and variable capital do not remain in terms of value because constant capital and variable capital are never determined in terms of value. Rather, these variables are taken as given as sums of money-capital, not derived first as value of the means of production and wage goods and later as the prices of production of these bundles of goods. 


Laibman’s concluding remarks
In conclusion, Laibman suggests three lessons that follow from his critique of ‘new orthodox Marxism’: (1) Simultaneous determination and equilibrium are necessary ingredients in a comprehensive Marxian theory of capitalism. Simultaneous determination of the rate of profit and prices does not violate the ‘ontological priority’ of the rate of profit. (2) The 20th-century ‘eigenvector’ interpretation of Marx’s theory (that is, the Sraffian interpretation) is a valid interpretation of Marx’s theory and is the closest thing we have to a coherent theory of price determination. (3) Most importantly (according to Laibman), we should avoid dishonouring Marx by treating him as a ‘holy prophet.’ There is only one path from the 19th to the 21st century and it goes through the 20th century. 

  With regard to the first two points, I have argued that the ‘eigenvector’ interpretation is not a valid interpretation of Marx’s logical method. The ‘eigenvector’ logical method differs from Marx’s own logical method in the fundamental respects discussed above. In particular, I have also argued that Marx’s logical method is not that of simultaneous determination. Instead, constant capital and variable capital are taken as given, both in the theory of surplus-value and in the theory of prices of production. The total amount of surplus-value and the general rate of profit are then determined prior to the determination of prices of production. It is not clear what Laibman means by the ‘ontological priority’ of the rate of profit, but Marx’s theory is clearly based on the logical priority of the rate of profit. I think I have provided much more logical and textual support for this interpretation of Marx’s logical method than has been presented for the ‘eigenvector’ interpretation. 

  But even if this strong conclusion is not accepted, can we not agree that the ‘eigenvector’ interpretation is not the only possible interpretation of Marx’s theory, that there are other possible interpretations of Marx’s theory that have at least as much methodological and textual support in Marx’s writings as the ‘eigenvector’ interpretation? If this minimum conclusion is accepted, then it should be acknowledged that at least some of these valid interpretations of Marx’s theory (including mine) come to very different conclusions regarding the logical consistency of Marx’s theory of prices of production; that is, that (1) Marx did not make a logical mistake in his theory of prices or production (he did not fail to transform the inputs from values to prices); (2) the rate of profit does not change as a result of the determination of prices of production; and (3) Marx’s two aggregate equalities both are true simultaneously. At the very least, it should be acknowledged that these conclusions cannot be dismissed out of hand, as having been already been proven false, but instead follow from an interpretation of Marx’s theory which has at least as much validity as the ‘eigenvector’ interpretation. 

  Finally, with regard to treating Marx as a ‘holy prophet,’ I have argued above that the ‘new orthodox Marxism’ does not treat Marx as a holy prophet, but instead is trying to better understand Marx’s theory as a necessary preliminary step toward a proper evaluation and the further development of Marx’s theory. To seriously re-examine Marx’s theory, with special attention to the logical method employed, is not to dishonour Marx as a holy prophet; rather it is to honour him by taking his theory seriously enough to study it thoroughly and on its own terms, not from the perspective of some other theory. As a result of this re-examination, many of us have come to the surprising and disappointing conclusion that Marx’s theory has been fundamentally misunderstood for most of the 20th century. Paradoxical as it may seem, if we want to develop a theory of capitalism based on Marx’s own logical method, then we are forced, at the end of the 20th century, to re-examine and restudy Marx’s 19th-century writings. This re-examination of Marx’s theory may look like a retreat. But in terms of the development of Marx’s theory, it is clearly an advance, which is long overdue. Whether or not the better understanding and further development of Marx’s theory turns out to be an advance with respect to understanding 21st-century capitalism remains to be seen. But if the ‘new orthodox Marxists’ are correct, and Marx’s theory is fundamentally different, not only from neo-classical theory, but also from Sraffian theory, then the rediscovery of Marx’s theory at least provides us with another alternative theory with which to try to understand capitalism as it evolves into the 21st century.
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1.6
ENDNOTE
� Unfortunately, I do not have space to consider Alan Freeman’s interpretation in this paper. Freeman’s interpretation is similar in many respects to Kliman and McGlone’s interpretation, so that my comments in the third section also generally apply to Freeman’s interpretation


� Please see Moseley (1993) for a more complete exposition of my interpretation.


� Marx often illustrated his analysis of capital in general in Volume I with an individual capital, usually a capital in the cotton industry. However, this individual is not the real subject of Marx’s analysis. An individual capital is considered in Volume I only as a representative of the total social capital for the purpose of illustration. As Marx expressed this in one of his draft outlines of Capital: ‘In capitalist production [that is, in Volume I; FM], each capital is assumed to be a unit, an aliquot part of the total capital.’ (Marx 1963:416)


� This is the abbreviated form in which the circulation of capital appears in the sphere of circulation. As is well known, the complete form of the circulation of capital, including the sphere of production, is M–C...P...C´–M´.


� The interpretation of the fundamental givens in Marx’s theory presented here is similar to the ‘new solution’ interpretation presented by Foley, Dumenil, and others, in the sense that the ‘new solution’ also argues that Marx’s theory takes the initial variable capital as given in money terms. However, the ‘new solution’ is different from the interpretation presented here in that it argues that constant capital is not taken as given in money terms, but is instead derived from the technical conditions of production, as in the Sraffian interpretation. Therefore, there is a methodological inconsistency in this ‘new solution’. Since both constant capital and variable capital are components of the general concept of capital, these two components should be determined in parallel, consistent fashion. Either they should both be taken as given in terms of money or they should be derived from given physical quantities. Nowhere in Marx’s theory is there a suggestion that constant capital and variable capital are determined in different ways. See Moseley (1993) for a further discussion of the ‘new solution’. 


� Mage (1963), better known for his estimates of the rate of profit, presented a very similar interpretation of constant capital as a given sum of money, which is not necessarily proportional to the labour time required to produce the means of production. In recent years, more and more authors have presented similar interpretations, including Mattick, Jr. (1981), Carchedi (1984, 1991, and 1993), Kliman and McGlone (1988), Giussani (1991), and Freeman (1995).
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