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I have argued in several recent papers that, in Marx’s theory, the production of surplus-value is analyzed prior to the distribution of surplus-value, and that the theory of the distribution of surplus-value is based on the key quantitative premise that the total amount of surplus-value is taken as given, as determined by the prior theory of the production of surplus-value.
  This theory of the production and distribution of surplus-value is developed in Marx’s early manuscripts (the Grundrisse and the Manuscript of 1861-63), and remained essentially the same in Marx’s later manuscripts (the Manuscript of 1864-65 and the final published editions of Volume 1).  Other authors who have also emphasized the prior determination of the total surplus-value in Marx’s theory include Paul Mattick, Roman Rosdolsky, Enrique Dussel, David Yaffe, and Duncan Foley.

It is argued in this paper that this distinction between the production of surplus-value and the distribution of surplus-value is the quantitative dimension of the two basic levels of abstraction in Marx’s theory:  capital in general and competition.  Capital in general is defined by Marx in the Grundrisse as those properties which are common to all capitals and which distinguish capital from simple value or money and other forms of wealth.
  The most important common property of all capitals, which is analyzed at the level of abstraction of capital in general, is the production of surplus-value (including absolute and relative surplus-value).  Since this all-important property is shared by all capitals, the theory of the production of surplus-value at the level of abstraction of capital in general is concerned with the total surplus-value produced by the total capital of society as a whole.
  Other common properties of all capitals that are analyzed at the level of abstraction of capital in general include various characteristics of capital in the sphere of circulation (the turnover time of capital, fixed and circulating capital, etc.) and the appearance of surplus-value and the rate of surplus-value as profit and the rate of profit (including the falling rate of profit).  The main question addressed at the level of abstraction of competition is the distribution of surplus-value, or the division of the total surplus-value into individual parts (average industrial profit, commercial profit, interest, and rent).  Another related question addressed at the level of abstraction of competition is “revenue and its sources” or the critique of vulgar political economy’s explanation of these individual parts of surplus-value.  Therefore, the basic logical structure of Marx’s theory is as follows:

I.  Capital in General


1.  
Production of surplus-value  
(Volume 1 of Capital)


(absolute and relative surplus-value)



2.
Circulation of Capital
(Volume 2)

3.
Capital and profit 
(Parts 1 and 3 of Volume 3)



(including the falling rate of profit)


II.  Competition, or the distribution of surplus-value

1. 
General rate of profit and prices of production
(Part 2 of Volume 3)


2..  
Commercial profit
(Part 4 of Volume 3)

 
3. 
Interest
(Part 5 of Volume 3)


4.
Rent
(Part 6 of Volume 3)


5.
Revenue and its sources
(Part 7 of Volume 3)


Some authors have argued that Marx either abandoned or changed drastically the logical structure of capital in general and competition after the Manuscript of 1861-63.  Roman Rosdolsky has dominated the discussion of capital in general and competition, and has argued in The Making of Marx’s Capital that Marx expanded the definition of capital in general after working on the Manuscript of 1861-63, such that all three volumes of Capital are at the level of abstraction of capital in general.
  More recently, the MEGA editors of the Manuscript of 1864-65 argued that Marx encountered difficulties in maintaining the distinction between capital in general and competition in the Manuscript of 1861-63, and abandon these levels of abstraction after that.
  And Michael Heinrich has come to a similar conclusion, and has argued that Marx changed the basic logical structure of his theory after 1863.
  The arguments of these authors will be examined below.


This paper argues that these authors largely ignored the quantitative dimension of the levels of abstraction of capital in general and competition – the production and distribution of surplus-value.  It argues that Marx clearly did not abandon his theory of the production and distribution of surplus-value, including the key quantitative premise of the prior determination of the total surplus-value, and therefore he did not abandon the corresponding levels of abstraction of capital in general and competition.   The basic logical structure of Marx’s theory, as shown in the outline above, remained essentially the same after 1863 as before.  


A key piece of textual evidence in this controversy is an important outline of what later became Volume 3 of Capital, that Marx wrote toward the end of the Manuscript of 1861-63  (in January 1863).  In this outline, the contents of what he then called “Section III” was greatly expanded to include elements of the distribution of surplus-value that he had been working on in this manuscript in the previous months.  All the authors mentioned in the previous paragraph cite this outline as evidence that Marx had either abandoned the levels of abstraction of capital in general and competition (Müller, et al.), or was having doubts about this distinction and abandoned it soon thereafter (Rosdolsky, Heinrich).  I argue, to the contrary, that this outline is not evidence that Marx abandoned the basic logical structure of his theory – the levels of abstraction of capital in general and competition – but rather that Marx decided to expand “Section III” in this way as a practical decision, because he probably realized by this time in his life that he would probably not live long enough to publish his theory of competition and the distribution of surplus-value as a separate volume, as he originally planned to do.


The first section of this paper reviews Marx’s development of his theory of the distribution of surplus-value at the level of abstraction of competition in all four drafts of Capital (the Grundrisse, the Manuscript of 1861-63, the Manuscript of 1864-65, and the published Volume 1 of Capital).  Special attention is given to the expanded outline of “Section III” toward the end of the Manuscript of 1861-63.  The second section responds to the authors mentioned above who have argued that Marx abandoned the levels of abstraction of capital in general and competition after 1863.

1.  Capital in general and competition in the four drafts of Capital

1.1  The Grundrisse


Marx seems to have developed his distinction between capital in general and competition while writing the Grundrisse, the first draft of Capital.  The Grundrisse is almost entirely at the level of abstraction of capital in general.  It is divided into the three sections of capital in general:  the production process of capital (i.e. the production of surplus-value), the circulation process of capital (which does not yet include the reproduction of the total social capital), and a brief section on “capital and profit”.  In addition, there are several brief discussions of the equalization of profit rates across industries, an aspect of the distribution of surplus-value, and a subject which Marx repeatedly stated “does not belong here” (i.e. does not belong in the section on capital in general), but instead belongs in a later section on competition.  


The first time that Marx mentioned the subject of a general rate of profit or equal rates of profit in the Grundrisse was in the context of a brief discussion of the falling rate of profit.  Marx stated that “ further developments belong in the section on competition.
  Later, in another brief discussion of the equalization of the rate of profit, Marx commented that “here the issue is not the distribution of surplus-value, but its creation.
  In other words:  in the theory of capital in general, the issue is the production of surplus-value, not the distribution of surplus-value.


In Section Three of the Grundrisse on “capital and profit”, there is a longer discussion of equal rates of profit, and Marx stated again that this subject “does not belong here” (i.e. does not belong to capital in general), but instead belongs to “many capitals”
 or to the “chapter on competition”.
  The following passage is a clear statement that the theory of the distribution of surplus-value belongs to the level of abstraction of many capitals, or competition, and that the distribution of surplus-value through the equalization of profit rates does not affect the total amount of surplus-value:

The total surplus-value, as well as the total profit, which is only the surplus value itself, computed differently, can neither grow nor decrease through this operation [the equalization of profit rates], ever; what is modified thereby is not it, but only its distribution among the different capitals.  However, this examination belongs only with that of the many capitals, it does not yet belong here [i.e. in the analysis of capital in general].
 


A few pages later, Marx emphasized that the profit or surplus-value that is being considered at the level of abstraction of capital in general is the total profit of the capitalist class as a whole, not the profit of individual capitals, and that this total profit cannot be greater than the total surplus-value produced:

Profit as we still regard it here, i.e. as the profit of capital as such, not of an individual capital at the expense of another, but rather as the profit of the capitalist class, concretely expressed, can never be greater that the sum of the surplus-value.
  


Therefore, although Marx left the elaboration of his theory of the equalization of the profit rate to the subsequent analysis of competition, he was already clear by the end of the Grundrisse that this theory would be based on the fundamental premise that the total amount of surplus-value is determined prior to its distribution and prior to the equalization of profit rates.  This key premise continued to be the basis for all of Marx’s subsequent work on his theory of the distribution of surplus-value and equal rates of profit in particular.


About the time Marx was finishing the Grundrisse, he wrote a letter to Engels in which there is an outline of his book on Capital with the following four parts:  (1) capital in general, (2) competition, (3) the credit system, and (4) share capital.
  In another letter written  a few weeks earlier, Marx again divided the first part of his theory on capital in general into three sections (as the Grundrisse manuscript itself is divided):  (1) the production process of capital, (2) the circulation process of capital and (3) capital and profit.
  And in a more detailed outline of the first section of capital in general on the “production process”, written in June of the same year, Marx divided the first section into the following five parts:  (a) exchange of capital with labor capacity, (b) absolute surplus-value, (c) relative surplus-value, (d) primitive accumulation, and (e) inversion of the law of appropriation.
  Evidently, Marx’s work in the Grundrisse on his theory of the production of surplus-value, at the level of abstraction of capital in general, and the brief discussions of equal rates of profit that belong to the level of abstraction of competition, had given him sufficient clarity about the relation between capital in general and competition (essentially the production and distribution of surplus-value), and about the overall logical structure of his theory, that he was able to write down these new outlines.  

1.2  The Manuscript of 1861-63


The Manuscript of 1861-63 is the second draft of Capital, and is the manuscript in which Marx developed for the first time his theory of the distribution of the total surplus-value into individual parts, that would later be presented in Volume 3 of Capital.  About two-thirds of the Manuscript of 1861-63 is what we know as the Theories of Surplus-Value, much of which is 

about the distribution of surplus-value.  The other third of the manuscript has been published for the first time in the new MEGA edition, and includes a second draft of Volume 1 of Capital and, what is most relevant to this paper, about 250 pages on the distribution of surplus-value and other subjects related to Volume 3.
   

The second draft of Volume 1, Parts 2 - 4  (MEGA2 II/3.1, S. 3-328) 


The Manuscript of 1861-63 begins with a fairly complete draft of Marx’s theory of the production of surplus-value, which we know as Parts 2 through 4 of Volume 1 of Capital, and

which has recently been published for the first time.  This second draft of Volume 1 is very interesting and has a much clearer logical structure than the rough and exploratory first draft in 

the Grundrisse.  This draft also contains more methodological comments than the “popularized” final versions of Volume 1.  This manuscript is entitled “capital in general”, and starts with a chapter on “the transformation of money into capital”, and then proceeds to chapters on absolute and relative surplus-value, as in the outline of June 1858 mentioned above.  


There is an interesting and relevant discussion in this second draft of Volume 1, in the part that later became Chapter 5 (“Contradictions in the General Formula of Capital”).  Marx briefly discusses merchant capital and interest-bearing capital, which receive profit and interest, even though they are employed solely in the sphere of circulation, which appears to contradict the law of the exchange of equivalents.  Marx notes that these two forms of capital:

do not come into consideration here at all, for we are dealing with capital as such, but rather must be developed later as derived, secondary forms of capital.

The reason why merchant capital and interest-bearing capital cannot be considered here is that  merchant profit and interest are individual parts of the total surplus-value, and the total amount of surplus-value must first be determined (at the level of abstraction of capital in general).  With respect to interest specifically, Marx states that the magnitude of interest has to do with the distribution of surplus-value, which presupposes the total amount of surplus-value:

Similarly, interest appears then merely as a particular form and branch of surplus value, just as the later divides later on into different forms, which constitute different kinds of revenue, such as profit, rent, interest.  All questions about the magnitude of interest, etc. therefore appear as questions of the distribution of surplus value between different sorts of capitalists.  The existence of surplus value as such is presupposed here.

Therefore, Marx continued to have in mind the key quantitative premise of the determination of the total surplus-value prior to its division into individual parts as he started the second draft of Volume 1 in the Manuscript of 1861-63.  
Theories of Surplus Value  (MEGA2 II/3.2, S. 333 – 3.4, S. 1538)


While working on Part 4 of Volume 1 on relative surplus value, Marx broke off and began to write in a new notebook (Notebook VI), which he entitled “Theories of Surplus Value”.  It appears that Marx’s original intention was to follow his own theory of surplus value, just presented, with a brief critical summary of previous theories of surplus value of the classical economists, similar to what he had done earlier in the Contribution to a Critique of Political Economy for theories of value and theories of money.  In any case, Marx’s work on the “Theories of Surplus Value” soon greatly expanded into many new topics that have to do with the distribution of surplus-value (not just the production of surplus-value) and thus belong to the level of abstraction of competition, not to the level of abstraction of capital in general.  Table 1 at the end of this paper presents a chronological overview of how Marx’s work on these manuscripts expanded in the following months, beyond the production of surplus-value and the level of abstraction of capital in general to subjects that have to do with the distribution of surplus-value and the level of abstraction of competition.


Marx first wrote what we know as Volume 1 of Theories of Surplus-Value, which is mainly about Smith’s theory of value and surplus-value and the concepts of productive and unproductive labor.
  After the discussion of Smith, Marx’s work took a surprising turn.  Instead of next considering Ricardo’s theory of surplus‑value and then the later Ricardian economists, as Marx originally planned, Marx discussed a more recent work, published in 1851, by Karl Rodbertus, who had attempted to develop a new theory of rent along Ricardian lines, and with an attempted solution to Ricardo’s problem of absolute rent (Ricardo’s theory could not explain how the least fertile land could receive a rent).  This subject is out of place in the manuscript both chronologically and logically, since it deals with rent, an individual form of the distribution of surplus‑value, rather than the production of the total surplus‑value, and thus belongs to the level of abstraction of competition, rather than capital in general.  Marx labeled this section of the manuscript a “Digression”.  


It appears that the immediate reason for this surprising turn was largely practical and fortuitous.  Lasalle had loaned Marx a copy of Rodbertus’ book the year before and had recently written to Marx that he wanted his book back.
   Therefore, Marx studied Rodbertus’ book while he still had the opportunity to do so.  The book turned out to be more interesting than Marx expected and appears to have stimulated Marx’s thinking about rent and the determination of prices of production.  It started Marx on a very creative theoretical excursion for almost a  year, during which he began to work out for the first time the details of his own theory of the distribution of surplus value, which would later be presented in Volume 3 of Capital.  


Early in the section on Rodbertus’ theory of rent, Marx began to realize that in order to be able to explain absolute rent, it is first necessary to explain “average prices” or “cost prices” (what Marx later called prices of production).  Therefore, he began to sketch out for the first time the details of his theory of  “average prices”.
  In these sketches, Marx emphasized that the general rate of profit to which all individual rates of profit are equalized is determined by the ratio of the total amount of surplus‑value divided by the total amount of capital invested.  The total amount of surplus‑value, Marx assumed, is determined by the prior analysis of capital in general.  This total amount of surplus‑value is then distributed among the individual branches of production by means of commodities selling at average prices which differ from their values, and which are determined in part by this general rate of profit.  In this way, each capital is treated as a “shareholder of the aggregate capital,” and receives its share of the total surplus‑value, according to its own magnitude.  Capitalists are like “hostile brothers [who] divide among themselves the loot of other people’s labor”.
  The total magnitude of this “loot” has already been determined by the prior analysis of capital in general.  


This remained Marx’s basic theory of the general rate of profit and prices of production for the rest of his life, in all the later manuscripts.  He developed a few more details later in the Manuscript of 1864-65, but it is still the same basic theory.  And Marx made it clear in all of these manuscripts that this theory of the general rate of profit and prices of production belongs to the level of abstraction of competition, which is analyzed after capital in general.  


Marx then sketched out his theory of rent, as a further application of this theory of prices of production.  Rent is a part of the total surplus-value which landlords are able, by their monopoly of the land (and other natural resources), to appropriate for themselves, rather than this surplus‑value being distributed among all capitalists.  In this theory of rent, the total amount of surplus‑value is again taken as a given magnitude, as determined by the prior analysis of capital in general.  This total amount of surplus-value is “split” into profit and rent, and rent does not enter into the equalization of profit rates across industries.  


After the discussion of Rodbertus’ theory of rent, Marx then discussed Ricardo’s theory of rent and Smith’s theory of rent, followed by discussions of Ricardo’s and Smith’s theories of “cost price”.  Marx’s main critique of the latter is that Ricardo and Smith failed to distinguish between values and cost prices (i.e. prices of production); in other words, they failed to distinguish between prices determined at the level of abstraction of capital in general (prior to consideration of equal rates of profit) and prices determined at the level of abstraction of competition (with equal rates of profit).  Instead, they mixed up the two levels of abstraction, by assuming at the same time the exchange of commodities at their values and with equal rates of profit.
  And they provided no theory of the determination of the average rate of profit.  Again, Marx emphasized that the equalization of the profit rate “does not affect the absolute size of the total surplus-value, but merely alters its distribution”:

The equalisation of the surplus‑values in the different trades does not affect the absolute size of this total surplus‑value; but merely alters its distribution among the different trades.  The determination of this surplus‑value itself, however, only arises out of the determination of value by labor‑time.  Without this, the average profit is the average of nothing, pure fancy.  And it could then equally well be 1,000% or 10%...  One can see that though Ricardo is accused of being too abstract, one would be justified in accusing him of the opposite:  lack of the power of abstraction, inability, when dealing with the values of commodities, to forget profits, a fact which confronts him as a result of competition.

Marx also emphasized again the prior determination of the general rate of profit as the ratio of total surplus‑value to total capital in the following passage:

The general rate of profit is formed through the total surplus‑value produced being calculated on the total capital of society (the class of capitalists).


After considering various aspects of Ricardo’s theory in greater detail (surplus value, profit, and accumulation), Marx then discussed a variety of post-Ricardian economists (Malthus, Torrens, Bailey, etc.) and several “Ricardian socialists” (Ravenstone, Hodgskin, etc.).  While writing about Hodgskin, Marx broke off again and began an entirely new section entitled “Revenue and its Sources”, which is a first draft of what later became the concluding Part 7 of Volume 3 with a similar title.
  This section begins with a discussion of the “Trinity Formula”, which Marx called “the most fetishistic expression of the relations of capitalist production.”  

Marx continued in this section to discuss for the first time at any length the subject of interest.  Marx’s treatment of interest is somewhat complicated and requires careful examination.  It is necessary first of all to understand that there are two main aspects of Marx’s theory of interest:  (1) interest as an “illusionary form of appearance” of surplus-value and  

(2) interest as a magnitude or quantity, as one part of the total surplus-value.  

In the first respect, interest is similar to profit, and could be considered at the level of abstraction of capital in general, as profit is.  Profit is an “illusionary form of appearance of surplus-value”, in that the surplus-value, that is actually produced by labor, and hence intrinsically related to variable capital only, is seen by capitalists and economists as the result of the total capital, both constant capital and variable capital.  The concept of profit is prior to the equalization of the profit rate or the determination of the average profit (the profit of each capital is assumed to be equal to the surplus-value actually produced by that capital), and thus belongs to the level of abstraction of capital in general.  Interest is even more illusionary than profit, because interest appears to come from money-capital itself, without any relation to production at all (“money begats money”).  Marx called interest “the prefect fetish”.  On the other hand, in the second aspect, as a quantity, interest is a fractional part of the total surplus-value, and is an element of the distribution of surplus-value, which belongs to the level of abstraction of competition, along with equal rates of profit and prices of production, commercial profit, and rent.


In the Grundrisse, interest was included in the title of Section Three, along with profit (“Capital as Fructiferous. Interest. Profit”), thereby suggesting that interest belongs to the level of abstraction of capital in general, and comes before the equalization of the profit rate and prices of production, at the level of abstraction of competition.  I suggest that the reason Marx included interest in the title of Section Three of the Grundrisse is that he was thinking at that time only about this first aspect of interest and not yet about the second quantitative aspect (we don’t know for sure because Marx did not actually discuss interest at all in Section Three, even though it is in the title).  

In the Manuscript of 1861-63, most of Marx’s discussion of interest is still concerned with the first aspect of interest – interest as “the perfect fetish”.  However, Marx also discusses the division of surplus-value into industrial profit and interest, i.e. the quantitative aspect of interest, as a part of the total surplus-value, along with other parts of surplus-value:

Interest is therefore nothing but a part of the profit (which, in its turn, is itself nothing but surplus-value, unpaid labour), which the industrial capitalist pays to the owner of the borrowed capital with which he “works”, either exclusively or partially…  Instead of being appropriated by the industrial capitalist himself – although he is the person who first holds the whole surplus value in his hand no matter how it may be distributed between himself and other people under the names of rent, industrial profit and interest – this part of the profit is deducted by the industrial capitalist from his own revenue and paid to the owner of capital.

Marx also mentions twice that the ratio of profit to interest (i.e. the quantitative aspect of interest) belongs to the level of abstraction of competition, not capital in general:

It is not intended to investigate here how this ratio [the ratio of profit to interest] is determined.  This belongs to the section dealing with the real movement of capital, i.e. of many capitals [i.e. competition], while we are concerned here with the general forms of capital.
 

Therefore, it appears that Marx was still thinking at that time that interest would be included in capital in general, because he was considering only the first aspect of interest and not the second quantitative aspect.  However, he already realized that the quantitative aspect of interest belongs to the level of abstraction of competition, along with the other individual parts of surplus-value.


This consideration of interest also seems to have led Marx to a more general clarity about his work during the preceding months on the different individual forms of appearance of surplus-value at the level of abstraction of competition, and how these fit together with his theory of the production of surplus-value already presented in the first “section” on capital in general.  Twenty pages into the section on interest.
  Marx sketched out a remarkable summary of how interest is related to his theory of the production of surplus-value already presented (“the road traveled by capital before it appears in the form of interest-bearing capital”), which in retrospect we can recognize as an overview of Marx’s theory of the production and distribution of surplus-value presented in the three volumes of Capital - even though Marx himself might not have been fully aware at the time he wrote this (November 1862) that this summary is very close to the final form that his “book on capital” would take (the reader is asked to please read these remarkable pages).  The main theme of this summary is also the main theme of Volume 3 of Capital - that the individual forms of appearance of surplus-value (which are analyzed at the level of abstraction of competition) obscure the origin of surplus-value, which is surplus labor (and which is analyzed at the level of abstraction of capital in general).  Each of these forms of surplus value appears to capitalists and to bourgeois economists to have its own separate and independent source (interest from capital, rent from land, etc.), but this appearance is just a fetishistic illusion.  A few pages later, Marx summarized this fetishistic illusion as follows:

The breakdown of surplus-value, that is, of part of the value of commodities, into these special headings or categories, is very understandable and does not conflict in the least with the law of value.  But the whole matter is mystified because these different parts of surplus-value acquire an independent form, because they accrue to different people, because the titles to them are based on different elements, and finally because of the autonomy with which certain parts [of surplus-value] confront the production process as its conditions.  From parts into which value can be divided, they become independent elements which constitute value, they become constituent elements.

Recently published texts related to Volume 3  (MEGA2 II/3.5, S. 1545-1888)


The section on “Revenue and its sources” is the end of the published version of Theories of Surplus Value, with which we are familiar.  However, it is not the end of Marx’s manuscript.  Marx’s manuscript continues, and continues to pursue the same general question of the different forms of appearance of the distribution of surplus value.  Fortunately, because of the recent publication of the entire manuscript, we can now study the very interesting and important remaining sections of this manuscript, the continuation of Marx’s development of his theory of the distribution of surplus value, inspired by his critical confrontation with Rodbertus and Ricardo and others.


The next individual form of appearance of surplus value that Marx began to consider in greater depth (again for the first time) in the continuation of these manuscripts was commercial profit (which he called mercantile profit in this manuscript).
  The question of the origin of commercial profit was probably raised for Marx by a brief digression in the previous section on “Revenue …” on “different forms of capital”, which includes commercial capital.


While working on commercial profit, Marx broke off again to write a draft of what he called “Chapter 3” on “Capital and Profit”.
  As discussed above, the level of abstraction of capital in general was divided into three parts:  production of surplus-value, circulation of capital, and capital and profit.  Marx’s original plan, and apparently still his plan while writing this draft in January 1863, was that this “Chapter 3” on “Capital and Profit” should be concerned only with capital in general, and therefore should not include competition and the various forms of the distribution of surplus value that Marx had been working on during the preceding months.  

Consistent with this plan, this draft of “Chapter 3” is concerned mainly with what we know as Part 1 of Volume 3 (the transformation of surplus-value into profit) and Part 3 (the falling the rate of profit).  Marx also briefly discusses several times the general or average rate of profit (the future Part 2 of Volume 3), but states repeatedly that a more detailed investigation of this point belongs to the “later investigation of competition”.
  


However, while working on this manuscript, Marx also began to realize more clearly the close connection between profit and average profit.  Even though these two subjects are at different levels of abstraction, both profit and average profit are “illusionary forms of appearance” of surplus-value, which are derived from the total costs of production (constant capital and variable capital), and in this sense they go together.  Marx discussed in this draft the “two transformations” of surplus-value, first into profit and then into average profit.  Therefore, in this draft of “Chapter 3”, Marx simultaneously continued to emphasize the distinction between capital in general and competition, and also at the same time began to emphasize the close connection between profit at the end of the level of abstraction of capital in general and average profit at the beginning of the level of abstraction of competition – because they are both false forms of appearance of surplus-value. 


In this draft, Marx also clearly stated several times that the average (or general) rate of profit is determined by the ratio of the total surplus-value to the total capital advanced, and that the total surplus-value is determined prior to its division into individual parts:

The empirical, or average, profit can therefore be nothing other than the distribution of that total profit (and the total surplus‑value represented by it or the representation of the total surplus labor) among the individual capitals in each particular sphere of production, in equal proportions ...  What is available for them to divide among themselves is only determined by the absolute quantity of the total profit or the total surplus‑value.

In this draft of “Chapter 3”, interest does not appear in the title (as it did in the Grundrisse), and it is discussed in only one sentence:  

The last point which still has to be considered under this heading is the entirely fossilized form capital takes on these days, and the complete mystification  peculiar to the capitalist mode of production.

Interest is not mentioned explicitly in this sentence, but we know from Marx’s earlier discussion of interest in this manuscript that the “entirely fossilized form” of capital and the “complete mystification” of capital is indeed interest.  It appears from this sentence that Marx was still planning to include interest at the end of the level of abstraction of capital in general, after profit, because he was still thinking of interest as a false form of appearance of surplus-value, similar to profit, and even more “mystified”.  This plan would change in the next few weeks.

Decision to expand Volume 3 to include the distribution of surplus-value


After finishing this draft of “Chapter 3”, Marx then returned to “mercantile capital”, and then returned to the discussion of Hodgskin (from which he had broken off three months earlier, as we saw above, in order to write the section on “Revenue and Its Sources”).  Then Marx continued with discussions of Ramsay, Cherbuliez, and Jones (mainly about issues related to the falling rate of profit).  While working on Cherbuliez, Marx inserted into the manuscript a clear, detailed outline of what later became Part 2 of Volume 3, and what Marx then called “the second chapter of Part III on ‘Capital and Profit’, where the formation of the general rate of  profit is dealt with”.
  We can see from this outline that “Chapter 3” on “Capital and Profit” has become “Part III” and that it now includes a “second chapter” on the general rate of profit and prices of 

production.  This outline of “Chapter 2” is close to the final version of Part 2 of Volume 3 of Capital.  This outline clearly indicates an expansion of the contents of “Part III” from a few weeks before, when Marx stated that the subject of the general rate of profit and prices of production would not be included. 


In point 4 of this outline, Marx notes that the subject of the general rate of profit (and implicitly prices of production, point 5) belongs to the level of abstraction of competition.  Therefore, this plan does not suggest that Marx abandoned the levels of abstraction of capital in general and competition, but rather that these subjects, which belong to the level of abstraction of competition, are being added to “Part III”.


About fifty printed pages later, we get a more complete picture of the extent of Marx’s expansion of the contents of “Part III”.  While working on Jones, in January 1863, Marx inserted a completely new outline of “Part III”, which he now called “Section III”,which he probably had in mind when writing the earlier outline of “Chapter 2” just discussed.
  What is most remarkable about this outline is that the contents of “Section III” have expanded greatly from the draft of just a few weeks before:


1.
Conversion of surplus‑value into profit.  Rate of profit as distinguished from the rate of surplus-value.

2.
Conversion of profit into average profit.  Formation of the general rate of profit. Transformation of values into prices of production.

3..
Adam Smith’s and Ricardo’s theories of profit and prices of production.

4.
Rent.  (Illustration of the difference between value and price of production.)

5.
History of the so‑called Ricardian theory of rent.

6.
Law of the fall of the rate of profit.  Adam Smith, Ricardo, Carey.

7.
Theories of profit...

8.
Division of profit into industrial profit and interest.  Mercantile capital.  


Money capital.

9.
Revenue and its sources.  The questions of the relation between production and  distribution also to be included here.

10. 
Reflux movements of money in the process of capitalist production as a whole.

11. Vulgar economy.

12. Conculsion. “Capital and wage labor”.


We can see from this outline that the contents of “Section III” now includes, not only the aspects of capital in general included in the draft of a few weeks before (numbers 1 and 6), but also all the individual forms of surplus value that Marx had been working on over the past year, ever since his encounter with Rodbertus (general rate of profit, rent, interest, commercial profit, and revenue), and also includes his critique of vulgar political economy written two months 

earlier.  These subjects belong to the level of abstraction of competition, beyond capital in general.  Marx had made considerable progress on his theory of the distribution of surplus-value over the previous year, and this progress must have convinced him to include his theory of distribution in “Section III”, rather than waiting for a later separate volume on competition, which Marx probably realized by this time that he would never complete for publication.


I also think that there are theoretical reasons why Marx decided to expand “Section III” in this way.  All the individual parts of surplus-value that are added in this outline are similar to profit in the sense that they are all illusionary forms of appearance of surplus-value, like profit, and therefore belong together in a volume on the forms of appearance of surplus-value, even though they belong to a different level of abstraction.  In addition, I think that Marx also wanted to include the critique of vulgar political economy that he had developed in recent months.  It should be remembered that the subtitle of Capital is “Critique of Political Economy”, and that a very important objective of Capital was not only to present Marx’s theory of surplus-value and the individual parts of surplus-value, but also to critique the explanation of these phenomena presented by all versions of political economy.  In order to achieve this important objective in an earlier volume, Marx expanded “Section III” beyond capital in general to include these important phenomena of competition and the critique of vulgar political economy.  


There is no indication whatsoever in the manuscript that this expansion of “Section III” to include elements of the distribution of surplus-value is an abandonment of the levels of abstraction of capital in general and competition.  Surely, if Marx decided at this time to abandon the basic logical structure of his theory up until this time (both in the Grundrisse and in the Manuscript of 1861-63), he would have discussed this fundamental change somewhere in the manuscript.  But there is no such discussion, either in this manuscript or elsewhere.  Indeed, it would make no sense to abandon the levels of abstraction of capital in general and competition, because the distinction between the production of surplus-value and the distribution of surplus-value is still maintained, and this distinction is the quantitative dimension of the levels of abstraction of capital in general and competition.  


We can also see that in this outline interest is no longer located right after profit (Chapter 1), but is instead located in Chapter 8, along with commercial profit, and after average profit and prices of production (Chapter 2) and rent (Chapter 4).  Since all these individual forms of surplus-value have to do with the distribution of surplus-value, and thus belong to the level of abstraction of competition, this change of location of the chapter on interest suggests that Marx had decided to include the quantitative aspect of interest, and to move the expanded chapter on interest to the level of abstraction of competition, where the quantitative aspect belongs.


It should be noted that this expansion of “Section III” to include these individual forms of appearance of surplus-value at the level of abstraction of competition does not mean that the eventual Volume 3 includes everything that belongs to the level of abstraction of competition.  Rather, only a part of the level of abstraction of competition is included in Volume 3 - only those aspects that have to do with these primary forms of appearance of surplus-value (with the general assumption of equilibrium and supply = demand).  There are other important topics that also belong to the level of abstraction of competition that are not included in Volume 3 (and which allow for disequilibrium and supply ( demand), such as:  market prices, monopoly prices, concentration and centralization, the credit system, crises, etc.  Indeed, Marx continued to refer in Volume 3 to a “later book on competition”, which would cover these more concrete aspects of competition not included in Volume 3 (see Moseley 2001c for a further discussion of the topics to be included in the “later book on competition”). Therefore, Marx’s decision to expand Section III beyond capital in general to include these aspects of the distribution of surplus-value effectively divided the level of abstraction of competition into two sublevels:  one more abstract sublevel which consists of the primary forms of appearance of surplus-value and which is included in Section III (the eventual Volume 3), and a second sublevel which consists of more concrete phenomena (market prices, etc.) and which are not included in Section III.
  
This expanded outline of “Section III” is the main result of Marx’s creative exploratory work on his theory of the distribution of surplus value during the previous year.  This outline is close to the final version of Volume 3, which Marx wrote in the next two years.  Evidently, Marx’s work on the Manuscript of 1861-63 clarified his thinking on these issues to such an extent that he was now ready to write this volume.  The fact that the 1864-65 draft of Volume 3, although certainly not polished for publication, is as clear and complete as it is (except for Part 5 on interest), is further evidence of the clarity Marx had achieved while working on the Manuscript of 1861-63.

1.3   Volume 3 of Capital

Volume 3 of Capital, which was written by Marx in the Manuscript of 1864-65 and edited by Engels,
 provides further textual evidence that Marx continued after 1863 to construct his theory in terms of the levels of abstraction of capital in general and competition.  This textual evidence is of two kinds:  indications that the individual parts of surplus-value analyzed in Volume 3 belong to the level of abstraction of competition, and comments that the total surplus-value is determined prior to its division into individual parts.  


The very first paragraph of this manuscript states that the main purpose of this volume is to approach step by step the forms of capital as they appear in competition, on the surface of capitalist society.

The configurations of capital, as developed in this volume, thus approach step by step the form in which they appear on the surface of society, in the action of different capitals on one another, i.e. in competition, and in the everyday consciousness of the agents of production themselves.



The forms of capital that are explained in Volume 3 are of course the individual forms of appearance of surplus-value (equal rates of profit, commercial profit, interest, and rent.).  Thus it is clear from this important introductory paragraph that the individual forms of surplus-value that are explained in Volume 3 are surface forms of appearance, and belong to the level of abstraction 

of competition, not the level of abstraction of capital in general.


In Part 2, the title of Chapter 10 is “The Equalization of the General Rate of Profit through Competition  ” (emphasis added), thus clearly indicating that the subject of the general rate of profit and prices of production determined by the general rate of profit was still considered to belong to the level of abstraction of competition (as in the Grundrisse and the Manuscript of 1861-63).  Similarly, toward the end of Chapter 10, Marx clearly stated that price of production is “a form that appears in competition”:

… the price of production is already a completely externalized and prima facie irrational form of commodity value, a form that appears in competition, and is therefore present in the consciousness of the vulgar capitalist and consequently also 

in that of the vulgar economist.


In one of the “supplementary remarks” in Chapter 12, in a very clear and important passage, Marx stated again that average profit and prices of production belong to the level of abstraction of competition:

Competition rather exhibits rather the following phenomena:  (1) average profits that are independent  of the organic composition of capital in the various spheres of production  ; (2) rises and falls in the prices of production as a result of changes in the wage level  ; (3) fluctuations in market prices that reduce the average market price not to its market value, but rather to a market price of production that diverges from this market value and is something very different.


Quantitatively, Marx continued to assume that the general rate of profit is determined by the ratio of the total surplus-value to the total capital invested.  In Marx’s tables in Chapter 9, the total surplus-value is £100 and the total capital invested in £500, so that the general rate of profit is 20%.  This rate of profit is then taken as given in the determination of prices of production:  

The prerequisite [of prices of production] is the existence of a general rate of profit.


In Part 4, on commercial profit and the modification of prices of production due to commercial profit, Marx stated again that prices of production belong to the level of abstraction of competition:

If the limits of value and surplus‑value are given, it is easy to perceive how the competition between capitals transforms values into prices of production and still further into commercial prices, transforming surplus‑value into average profit. But without these limits, there is absolutely no way of seeing why competition should reduce the general rate of profit to one limit rather than to another, to 15 per cent instead of 1,500 percent.

We can also see from this passage that the limits of value and surplus-value (i.e. the total amount of value and surplus-value) are determined independently of the determination of prices of production, and are taken as given in the determination of the latter.  The limits of value and 

surplus-value are determined at the prior level of abstraction of capital in general, and then the general rate of profit and prices of production are determined at the subsequent level of abstraction of competition.  


Quantitatively, the modified general rate of profit with commercial capital is determined by the ratio of the same total surplus-value as in Part 2 to the total capital invested, which now includes commercial capital.  The incorporation of commercial capital increases the total capital invested (the denominator in the general rate of profit), but it does not increase the total surplus-value (the numerator in the general rate of profit), because commercial capital does not produce surplus-value (i.e. is “unproductive”, according to Marx’s theory).  Therefore, the modified 

general rate of profit in Part 4 with commercial capital is lower than the original general rate of profit in Part 2.  In this way, the surplus-value produced by productive capital is “shared” with commercial capital.  


Part 5 is about interest, and includes the quantitative aspect of interest discussed above.  The title of Part 5 is “The Division of Profit into Interest and Profit of Enterprise”, and the titles of Chapters 22 and 23 are “Division of Profit. Rate of Interest …” and “Interest and Profit of Enterprise”, clearly indicating the quantitative aspect.
  The theory of the rate of interest presented in these chapters depends on competition between lenders and borrowers.  Since Marx decided to include the quantitative aspect of interest, and since this quantitative aspect belongs to the level of abstraction of competition, he relocated his discussion of interest from the level of abstraction of capital in general to the level of abstraction of competition, along with the other individual parts of surplus-value in the surrounding parts of Volume 3.  


The quantity of interest is assumed to be a part of the total surplus‑value produced by productive capital, which has to be paid to lenders for the use of their capital.  Again, the total amount of surplus‑value is predetermined and taken as given (“presupposed”) and is not affected by its division into profit of enterprise and interest.  

Interest ... is ... nothing but a part of the profit, i.e. the surplus‑value, which the functioning capitalist, whether industrialist or merchant, must pay to the owner and lender of capital is so far as the capital he uses is not his own but borrowed.


In Part 6, Marx began his analysis of rent by clearly stating that he was not concerned with a complete analysis of landed property, but only with rent as an individual part of the total surplus‑value.

The analysis of landed property in its various historical forms lies outside the scope of the present work.  We are concerned with it only in so far as a portion of the surplus‑value that capital produces falls to the landowner.


The concluding Part 7 also makes it very clear that Marx’s theory of the distribution of surplus-value presented in Volume 3 belongs to the level of abstraction of competition.  In the preceding parts of Volume 3, Marx had presented his theory of the individual forms of appearance of surplus-value, these key phenomena of competition that are “visible on the surface of capitalist society”.  Part 7 presents Marx’s critique of the explanations of these same surface phenomena of competition that are presented by vulgar political economy.  The main point of Marx’s critique is that vulgar political economy remains entirely within the realm of the surface appearances of capital, and thus at the level of abstraction of competition; it does not recognize the inner laws of capital at the level of abstraction of capital in general.  Therefore, Marx’s critique of vulgar economics is necessarily about the surface appearances of capital at the level of abstraction of competition.  Chapter 50 is entitled “The Illusion Created by Competition”.  The illusion that is created by competition is the appearance that the price of commodities appears to be determined by adding up the individual components of price, rather than price being determined by labor-time and then divided into individual component parts.  Similarly, the total surplus-value appears to be determined by adding up the individual parts of surplus-value, rather that the total surplus-value first determined by surplus labor and then divided into individual parts.  As Marx said many times, “everything appears reversed in competition.”  There is a continual contrast in Part 7, between the “inner laws” of capital and their “surface forms of appearance” in competition, the latter of which is the main subject of Volume 3.  


Quantitatively, Marx states clearly again in the following passage from Chapter 50 that the total amount of surplus-value is determined prior to prices of production and the further division of surplus-value into profit and rent, and therefore that the division of the total surplus-value into individual parts does not alter its total amount.

We have thus an absolute limit for the value component that forms surplus-value and can be broken down into profit and ground-rent; this is determined by the excess of the unpaid portion of the working day over its paid portion, i.e. by the value component of the total product in which this surplus labor is realized… The transformation of values into prices of production does not abolish the limits to profit, but simply affects its distribution among the various particular capitals of which the social capital is composed.


Therefore, I conclude that Marx’s theory of the distribution of surplus-value in Volume 3 continued to be at the level of abstraction of competition, as it was in the earlier drafts of Capital, and also continued to be based on the quantitative premise of the prior determination of the total surplus-value.  Marx’s decision to include his theory of the distribution of surplus-value in Volume 3 was not the result of a change in the basic logical structure of Marx’s theory – the levels of abstraction of capital in general and competition – but was instead a practical decision to include some aspects of competition in Volume 3 (those having to do with the primary forms of appearance of surplus-value), rather than to wait for a later separate volume on competition.

1.4   Volume 1 of Capital  (1867 - 1872)


In the final published editions of Volume 1, the logic of the theory is essentially the same as in the earlier drafts.  Volume 1 continues to be focused on the most important common properties  of capital as a whole – the production of surplus-value, and absolute and relative surplus-value – as in the earlier drafts in the Grundrisse and the Manuscript of 1861-63.  The theory presented in Volume 1 is essentially the same theory as in these earlier drafts.  Therefore, Volume 1 continues to be at the level of abstraction of capital in general, even though the term 

itself is not explicitly used by Marx (presumably in an attempt to popularize Capital and to reduce the use of Hegelian terminology).  Instead, synonyms are used for capital in general, such as simply “capital”, or “capital as such”, or the “general formula for capital”, the “general nature of capital”, the “general analysis of capital”, or “capital itself taken as a whole”, etc.  


For example, absolute surplus-value, or the struggle over the length of the working day, is 

a common feature of all capitals and is derived from another common feature –  the “insatiable appetite of capital for surplus labour”.  Similarly, relative surplus-value, or the tendency toward continual technological change, is another common property of all capitals together, and is derived from the same” “insatiable appetite for surplus labour”.   Marx concluded his derivation of inherent technological change in Chapter 12 as follows:  “Capital therefore has an immanent drive, and a constant tendency, towards increasing the productivity of labor …”.
  In other words, capital in general has this immanent drive.


Marx also contrasted his derivation of inherent technological change from the “inner nature of capital” with a subsequent analysis of competition, which would be concerned with how individual capitalists perceive this inherent tendency of capital:

While it is not our intention here to consider the way in which the immanent laws of capitalist production manifest themselves in the external movement of the individual capitals, assert themselves as the coercive laws of competition, and therefore enter into the consciousness of the individual capitalist as the motives which drive him forward, this much is clear:  a scientific analysis of competition is possible only if we can grasp the inner nature of capital; just as the apparent motions of the heavenly bodies are intelligible only to someone who is acquainted with their real motions, which are not perceptible to the senses.

We can see from this passage that Marx is clearly continuing to use the same basic logical structure of the levels of abstraction of capital in general and competition in his theory of relative surplus-value, as in the earlier drafts, even though the term “the inner nature of capital” is used instead of “capital in general”.  


In addition, there are several anticipations in Volume 1of Marx’s theory of the distribution of surplus‑value in Volume 3, which provide further evidence that Marx continued to assume that the individual parts of surplus-value can be analyzed only after the total surplus-value has been determined, and thus continued to maintain the levels of abstraction of capital in general and competition.  In Chapter 5, Marx states that commercial profit and banking interest cannot yet be explained, but will be explained at a later stage of the investigation.
  The reason why commercial profit and banking interest cannot yet be explained is that they are individual parts of the total surplus-value, and the total amount of surplus-value must first be determined (at the level of abstraction of capital in general in Volume 1).  This is the same point that Marx made in the second draft of Volume 1, at the beginning of the Manuscript of 1861-63, as we have seen above.  In Chapter 11, Marx makes a similar point with respect to equal rates of profit across industries:  equal rates of profit cannot be explained until a later stage of the investigation, as Marx stated many times in the previous drafts of Capital.
  Therefore, Marx’s logical method with respect to the total surplus-value and the individual parts of surplus-value remained the same in the final version of Volume 1 as it was in the Manuscript of 1861-63:  first the total amount of surplus-value is determined, and then the individual parts of surplus-value are determined, with the total surplus-value “presupposed”.  


Finally, in the introduction to Part 7, Marx emphasizes that the analysis of capital accumulation that follows is still at a very abstract level – it is still assumed that prices are equal to values and it is concerned only with the total surplus-value produced, without consideration of the subsequent division of the total surplus-value into individual “fragments”, which is analyzed later in Volume 3:

The capitalist who produces surplus‑value, i.e. who extracts unpaid labor directly from the workers and fixes it in commodities, is admittedly the first appropriator of this surplus‑value, but he is by no means its ultimate proprietor.  He has to share it afterwards with capitalists who fulfill other functions in social production taken as a whole, with the owner of the land, and with yet other people.  Surplus‑value is therefore split up into various parts.  Its fragments fall to various categories of person, and take on various mutually independent forms, such as profit, interest, gains made through trade, ground rent, etc.  We shall be able to deal with these modified forms of surplus‑value only in Volume 3…  The break‑up of surplus‑value into various fragments does not affect either its nature or the conditions under which it becomes an element of accumulation.

In other words, the analysis of capital accumulation in Part 7 of Volume 1 remains at the level of abstraction of capital in general, prior to the division of the total surplus-value into individual parts at the level of abstraction of competition.

2.  Other interpretations of capital in general and competition


This section will discuss different interpretations of capital in general and competition presented by Roman Rosdolsky, by the MEGA editors of the Manuscript of 1865-65, and by Michael Heinrich.

2.1  Rosdolsky’s interpretation

Roman Rosdolsky
 emphasized the methodological importance of Marx’s distinction between capital in general and competition, for which he should be commended and appreciated.  However, Rosdolsky also argued that, while working on the Manuscript of 1861-61, he decided to expand his definition of capital in general to include the elements of the distribution of 

surplus-value that he had been working on in this manuscript, and narrowed the definition of competition to exclude these elements.  Rosdolsky argues that this expanded definition of capital in general is the reason that Marx expanded the contents of “Section III” to include these elements of the distribution of surplus-value in January 1863.  Rosdolsky does not provide much of an explanation of why Marx changed the definitions of capital in general and competition in this way; he just states that the main purpose of the original distinction was “self-clarification”, and once it had served this purpose, it could be discarded.


I argue, to the contrary, that the main purpose of Marx’s distinction between capital in 

general and competition was not self-clarification, but rather to provide a logical framework for his theory of the production and distribution of surplus-value.  Therefore, capital in general cannot be expanded to include the distribution of surplus-value, because the production of surplus-value must be explained prior to the distribution of surplus-value, i.e. the total amount of 

surplus-value must be explained prior to its division into individual parts, and that is the main task at the level of abstraction of capital in general.  The distinction between capital in general and competition cannot be discarded, because Marx would be left with no theory of the production and distribution of surplus-value.  


Furthermore, we have seen above that there are many passages in the Manuscript of 1864-65 (Marx’s final draft of Volume 3) in which Marx explicitly stated that all the individual parts of surplus-value dealt with in this volume belong to the level of abstraction of competition (as they did in earlier drafts).  All these passages in the Manuscript of 1864-65 contradict Rosdolsky’s interpretation that Marx expanded his definition of capital in general to include these individual parts of surplus-value.


It was noted above that Marx also referred a number of times in the Manuscript of 1864-65 to a “later investigation of competition”.  Rosdolsky interprets these passages as evidence to support his interpretation that Volume 3 remains at the level of abstraction of capital in general.  However, we have already seen that Marx’s references to a “later investigation on competition” does not imply that some parts of Volume 3 do not also belong to the level of abstraction of competition.  Not all the phenomena at the level of abstraction of competition are included in Volume 3; other more concrete phenomena of competition remain outside of Volume 3 (market prices, monopoly prices, credit system, crises, etc.).  As discussed earlier, the level of abstraction of competition consists of two sublevels – a more abstract sublevel (the forms of appearance of surplus-value) that is included in Volume 3 (and which assumes that supply = demand) and a more concrete sublevel that is not included in Volume 3 (which allows for disequilibrium and supply ( demand).  Therefore, Marx’s references to a “later investigation of competition” are consistent with his other statements that most of Volume 3 also belongs to the level of abstraction of competition, which we have just reviewed.  Rosdolsky’s interpretation of the former passages is contradicted by all the latter passages 

2.2  The MEGA editors of the Manuscript of 1864-65

In their introduction to the MEGA2 edition of the Manuscript of 1864-65, the editors argue that, while working on the Manuscript of 1861-63, Marx encountered difficulties with the distinction between capital in general and competition, and then abandoned this distinction after 1863.
  Their argument may be briefly summarized as follows:  (1) Capital in general is defined as the “inner nature” of capital.  (2) While working on the Manuscript of 1861-63, Marx realized that equal rates of profit is a necessary feature of capitalism, and therefore is a part of the “inner nature” of capital, and thus a part of capital in general.  (3) However, equal rates of profit is also a feature of competition.  (4) Therefore the distinction between capital in general and competition breaks down in the case of equal rates of profit.


I argue that points (1) and (3) are misinterpretations of Marx’s theory, and therefore the conclusion (4) does not follow.  The level of abstraction of capital in general includes the inner nature of capital (the production of surplus-value), but also includes the circulation of capital and “capital and profit” (see p. 4 above).  More importantly, the fact that equal rates of profit is a necessary form of appearance of surplus-value does not make it part of the inner nature of capital.  The form of appearance of the inner nature of capital must be something other than the inner nature itself, even if the form of appearance is necessary.  The inner nature of capital is the production of surplus-value.  This inner nature must necessarily appear in the phenomenal form of equal rates of profit (and in other forms as well).  But this necessary form of appearance of the inner nature of capital is not the inner nature itself.  Commercial profit, interest, and rent, are also necessary forms of appearance of the inner nature of capital, but surely these individual parts into which the total surplus-value is divided are not part of the inner nature of capital.  As discussed above, the main theme of Volume3 is that the different forms of appearance of surplus-value obscure the origin of surplus-value (surplus labor), and thus obscure the inner nature of capital.   Since these forms of appearance obscure the inner nature of capital, they cannot be the inner nature itself, even though these forms of appearance are necessary.


One could perhaps change Marx’s definition and define the “inner nature” of capital more broadly to include all the necessary features of capital, including all the necessary forms of appearance of surplus-value, as opposed to accidental, contingent features.  But this broader definition of the “inner nature” would not change the definitions of capital in general and competition, and would not affect the distinction between capital in general and competition.  Capital in general would still include the production of surplus-value (Marx’s “inner nature” of capital), the circulation of capital, and capital and profit.  And competition would still include the individual forms of appearance of surplus-value (equal rates of profit, commercial profit, interest, 

and rent).  And the total surplus-value would still be determined at the level of abstraction of capital in general, prior to the division of this total surplus-value into individual parts at the level of abstraction of competition.  Therefore, although equal rates of profit could perhaps be considered part of this broader definition of the “inner nature” of capital, equal rates of profit would still not be a part of capital in general.  Before equal rates of profit can be explained, the total amount of surplus-value must be determined, and that is the main task at the level of abstraction of capital in general.  


Therefore, I conclude that the existence of equal rates of profit poses no problem for Marx’s levels of abstraction of capital in general and competition.  Indeed, these levels of abstraction are necessary in order to explain equal rates of profit and prices of production.  Smith and Ricardo failed to explain equal rates of profit and prices of production precisely because they did not understand these levels of abstraction.

2.3  Heinrich’s interpretation 


Michael Heinrich’s argument is similar to that of the MEGA editors, in that he argues that, while writing the Manuscript of 1861-63, Marx encountered difficulties in maintaining the distinction between capital in general and competition, which eventually led Marx to abandon this distinction and not employ it in Capital.
  However, the nature of the difficulty alleged by Heinrich is somewhat different.  Heinrich defines capital in general to include the explanation of “all those characteristics that manifest themselves in competition” or “are visible in competition” (p. 67).  The main characteristic “visible in competition” that is discussed by Heinrich is equal rates of profit across industries.  Presumably, other characteristics that are visible in competition would also include the other forms of appearance of surplus-value discussed in Volume 3 of 

Capital (commercial profit, interest, rent, and revenue).  According to Heinrich, all these 

characteristics that are visible in competition have to be explained at the level of abstraction of 

capital in general, and thus these explanations must abstract from competition.   Marx’s inability to explain these characteristics that are visible in competition, while abstracting from competition, is (according to Heinrich) the main “difficulty” that eventually led Marx to abandon 

the distinction between capital in general and competition in his theory.


I argue that Heinrich’s interpretation is based on an erroneous definition of capital in general.  As we have seen above, Marx stated many times in all the drafts of Capital that the more concrete phenomenon of equal rates of profit does not belong to the level of abstraction of 

capital in general, but instead belongs to the level of abstraction of competition.  Nowhere does Marx ever make any suggestion that the explanation of equal rates of profit belongs (or might belong) to the level of abstraction of capital in general.  According to Marx’s logical method, these individual forms of surplus-value cannot be explained until after the total amount of surplus-value has been determined, and that is the main task of the theory of the production of surplus-value at the level of abstraction of capital in general.   Specifically, with respect to the general rate of profit and prices of production, the general (or average) rate of profit is determined by the ratio of the total surplus-value produced in the capitalist economy as a whole to the total capital invested.  The total surplus-value, the numerator in the general rate of profit, is determined by the prior theory of surplus-value at the level of abstraction of capital in general.  Therefore, the general rate of profit can be explained at the level of abstraction of competition only after the total amount of surplus-value has been determined at the level of abstraction of capital in general.

Heinrich also argues that interest posed another problem for Marx,which also led to the abandonment of the levels of abstraction of capital in general and competition.  We have seen above that interest was included in the title of Section Three of the Grundrisse, and Section Three is at the level of abstraction of capital in general, which suggests that Marx originally intended interest to be included in the level of abstraction of capital in general.  However, Heinrich argues that, while working on the Manuscript of 1861-63, Marx realized that interest presupposes the average rate of profit, which in turn presupposes competition, and therefore interest could not be explained at the level of abstraction of capital in general.  

I have already discussed above the evolution of Marx’s treatment of interest in the various drafts of Capital.  The reason that Marx originally included interest in the level of abstraction of capital in general, was that he was considering only the “fetishistic” aspect of interest – that interest appears to come from money-capital itself, and not from surplus labor.  However, as a result of Marx’s work on the Manuscript of 1861-63, he eventually decided to include the quantitative aspect of interest – the determination of the magnitude of interest and the ratio of interest to profit and the rate of interest – and this quantitative aspect belongs to the level of abstraction of competition, along with the other individual parts of surplus-value. Therefore, this relocation of interest does not indicate that Marx abandoned the levels of abstraction of capital in general and competition.  The levels of abstraction remain the same; the only change is that interest is relocated from one to the other, for the reason discussed.  


Heinrich also argues that important textual evidence to support his conclusion that Marx abandoned the distinction between “capital in general” and competition after 1863 is that Marx no longer used the term capital in general as a title or heading for Volumes 1 and 2 of Capital.   However, I have argued above that, even though Marx no longer used the term “capital in 

general” in the final versions of Volume 1, he continued to analyze in Volume 1 the most important common properties of all capitals together – the production of surplus-value, and absolute and relative surplus-value, etc., and therefore, continued implicitly to base his theory in Volume 1 on the level of abstraction of capital in general.  I think that this change of terminology was due to Marx’s attempt to “popularize” Capital and to use less Hegelian terminology.  Instead of capital in general,  Marx used such non-Hegelian synonyms as “capital”, or “capital as such”, or the “general nature of capital”, etc.


Furthermore, we have also seen above that Marx continued after 1863 (e.g. in the Manuscript of 1864-65) to use the term “competition”, and with the same meaning as before; in particular, to include in competition the surface forms of appearance of surplus-value that are discussed in Volume 3 (and also other more concrete phenomena).  If competition continued to be used and to have the same meaning, then it seems reasonable to infer that capital in general, the other main level of abstraction in Marx’s theory, also continued to be used and with the same meaning, just with different names.


Therefore, I conclude that Marx encountered no difficulties in maintaining the distinction between capital in general and competition in the Manuscript of 1861-63, and that he did not abandon this distinction after 1863.  The alleged “difficulties” to which Heinrich refers are of his own making.  They are due solely to his misinterpretation of Marx’s concept of capital in general, not to Marx’s concept itself.  Indeed, the impression one gets from studying this manuscript is Marx’s increasing clarity with respect to the levels of abstraction of capital in general and competition, and the crucial role of this logical structure in the determination of the average rate of profit and prices of production and other individual parts of surplus-value (e.g. his critique of Ricardo).


In recent discussions with Heinrich, he has told me that he agrees with my interpretation of Marx’s theory of the production and distribution of surplus-value, including the prior determination of the total surplus-value, and specifically that he agrees that Marx maintained essentially the same theory of the production and distribution of surplus-value after 1863 as before (including the theory of average profit and prices of production).
  However, Heinrich argues that Marx nonetheless encountered difficulties with the levels of abstraction of capital in general and competition, and that he abandoned these levels of abstraction after 1863.  In other 

words, according to Heinrich’s interpretation, there is no logical connection in Marx’s theory between the production and distribution of surplus-value and the levels of abstraction of capital in general and competition.  The former are maintained, but the latter are abandoned, with no consequences for the former.  If this were true, then Marx’s theory would still be constructed in terms of two basic levels of abstraction, one for the theory of the production of surplus-value and other related subjects prior to the division of the total surplus-value into individual parts, and the other for the theory of the distribution of surplus-value.  It seems clear to me that these two basic levels of abstraction are what Marx meant by capital in general and competition.  But if Heinrich wants to interpret the levels of abstraction of capital in general and competition in a different way, and then argue that Marx abandoned these levels of abstraction as Heinrich defines them, without affecting the theory of the production and distribution of surplus-value, then I would say that his different definitions of the levels of abstraction of capital in general and competition are not important in Marx’s theory.  What is important is that Marx maintained the same basic theory of the production and distribution of surplus-value after 1863 as before.  

3.  Conclusion


This paper has argued that Marx’s levels of abstraction of capital in general and competition have a very important quantitative dimension that has not been sufficiently appreciated: the production of surplus-value and the distribution of surplus-value.  The main question addressed at the level of abstraction of capital in general is the determination of the total surplus-value produced in the capitalist economy as a whole, and the main question addressed at the level of abstraction of competition is the distribution of this total surplus-value into individual parts.  The total quantity of surplus-value that is determined at the level of abstraction of capital in general is taken as given (and does not change) in the theory of the division of the total surplus-value into individual parts at the level of abstraction of competition.  We have seen above that this basic logical structure of Marx’s theory of the production and distribution of surplus-value in terms of the levels of abstraction of capital in general and competition was maintained in all the drafts of Capital, including the final ones.


This paper has also argued that, when Marx decided in January 1863 to expand the contents of “Section III” (which later became Volume 3 of Capital) to include the elements of his theory of the distribution of surplus-value that he had been working in the Manuscript of 1861-63, this decision had nothing to do with a change in this basic logical structure of his theory.  This decision did not indicate that Marx expanded his definition of capital in general to include these elements of the distribution of surplus-value (Rosdolsky); nor did it indicate that Marx had difficulties in maintaining the distinction between capital in general and competition in this manuscript, and abandoned this distinction soon thereafter (Müller, et. al., and Heinrich).  Instead, this decision was in part a practical one, motivated by Marx’s progress on his theory of the distribution of surplus-value over the past year and his desire to include these new developments in an earlier volume, rather than wait for a later volume. The subjects added to Volume 3 have to do with the distribution of surplus-value, which continue to belong to the level of abstraction of competition.  The only difference is that Marx decided to try to publish this part of his theory sooner rather than later.  Marx’s decision  made Volume 3 a combination of the level of abstraction of capital in general (Parts 1 and 3) and the level of abstraction of competition (Parts 2 and 4-7); it did not indicate an abandonment of these two basic levels of abstraction in his theory.  Other theoretical reasons for combining the individual parts of surplus-value in Parts 2 and 4-6 with profit in Part 1 is that they are all illusionary forms of appearance of surplus-value, and this combination allows Marx to include his critique of vulgar economics in Part 7.  

Table 1:

OVERVIEW OF MARX’S MANUSCRIPT  OF 1861-63
	
	CAPITAL in GENERAL 

production of s.v.
	COMPETITION

distribution of s.v
	MEGA

Volumes



	Aug. 1861
	Parts 2-4 of Volume 1
	
	II/3.2, S.3-328



	Mar. 1862
	TSV. I

  Smith, etc.
	
	II/3.2, S.333-670



	Jun. 1862
	
	TSV. II

  rent  (Rodbertus, etc.)

  prices of production
	II/3.3, S. 673-1199

	Oct. 1862
	TSV. III

  Disintegration

  opposition (Hodgskin)


	
	II/3.4, S. 1207-1450



	Nov. 1862
	
	TSV. III

  revenue and interest

  critique of vulgar economics


	II/3.4, S. 1450-1538



	
	
	commercial profit
	II/3.4, S. 1545-

II/3.5, S. 1597



	Dec. 1862
	“Capital and Profit”

(Parts 1 and 3 of Vol. 3)


	
	II/3.5, S. 1598-1682

	Jan. 1863
	
	commercial profit

reflux of money
	II/3.5, S. 1682-1773



	
	TSV. 3:

  Ramsay, etc.


	
	II/3.5, S. 1773-1888

	
	
	EXPANDED OUTLINE

OF VOLUME 3

(out of place in TSV)


	II/3.5, S. 1816-1817

II/3.5, S. 1861

	Mar. 1863
	Parts 4-8 of Volume 1
	
	II/3.6, S. 1891-2384




TSV:  Theories of Surplus-Value

bold italics:  recently published for the first time.

� I would like to express appreciation to the following people for helpful comments on and earlier draft of this paper, without implicating them in the views expressed here:  Roberto Fineschi, Patrick Murray, Geert Reuten, Winfred Schwarz, Tony Smith, and Frieder Wolff.  I would like to especially thank Michael Heinrich for comradely and productive discussions, although we continue to disagree.  I would also like to express special appreciation to Regina Roth for considerable help in locating references in the MEGA and for general editorial assistance.


�  Fred Moseley: Marx’s Logical Method and the “Transformation Problem”.  In:  Ders. (Ed): Marx’s Method in Capital:  A Reexamination, New Jersey 1993.  S. 157-183;  ders.: The Development of Marx’s Theory of the Distribution of Surplus-Value.  In: ders. and M. Campbell (Eds.): New Investigations of Marx’s Method, New Jersey 1997. S. 121-149;  ders.: The New Solution to the Transformation Problem:  A Sympathetic Critique.  In: Review of Radical Political Economics.  Vol. 32:2.  2000. S. 282-316;  ders.: Hostile Brothers: Marx’s Theory of the Distribution of Surplus-value in Volume 3 of Capital. In: G. Reuten and M. Campbell (eds.), The Culmination of Capital:  Essays on Volume 3 of Capital.  London 2002. S. 65-101; ders.: Money and Totality:  Marx’s Logic in Volume 1 of Capital. In: R. Bellofiore and  N. Taylor (Eds.): The Constitution of Capital:  Essays on Volume 1 of Marx’s ‘Capital’.  London 2004. S. 146-169





�  Grundrisse.  In:  MECW.28. 236; MEGA2 II/1.1, S. xxx; MEGA2 II/1.2, S. 359, 418.  


�  Grundrisse.  In:  MECW.28. 272; MEGA2 II/1.1, S. xxx; MEGA2 II/1.2, S. 715.


�  Roman Rosdolsky:  The Making of Marx’s Capital.  London 1977.


�  M. J. Müller, J. Jungnickel, B. Lietz, C. Sander, and A. Schnickmann:  Einführung, Okonomische Manuskripte 1863-1867, Teil 2. In: MEGA2.II/4.2. Berlin1992. S. 913-925


�  Michael Heinrich: Capital in General and the Structure of Marx’s Capital. In: Capital and Class, no. 38. 1989. S. 63-80.





�  There was a debate in Germany in the 1970s about the levels of abstraction of capital in general and competition, which has been reviewed by Roberto Fineschi in “Ripartire da Marx. Processo storico ed economia politica nella teoria del ‘capitale’”, Napoli, La citta del sole, 2001, pp. 236-259 (an English translation of this article is available from Fred Moseley at fmoseley@mtholyoke.edu).  Most of the participants in this debate agreed with Rosdolsky that Marx either changed significantly or abandoned this logical structure after 1863.  One important dissenter was Winfred Schwarz (Vom “Rohentwurf” zum “Kapital”. Die Strukurgeschichte des Marxschen Haupwerkes. Berlin 1978), who argued that Marx continued to maintain the logical structure of capital in general and competition after 1863.  Fineschi came to the same conclusion.





�  Grundrisse.  In:  MEGA2 II/1.2, S. 347.


�  Grundrisse.  In:  MEGA2 II/1.2, S. 551.


�  Grundrisse.  In:  MEGA2 II/1.2, S. 632.


�  Grundrisse.. In:  MEGA2 II/1.2, S. 634.


�  Grundrisse.  In:  MEGA2 II/1.2, S. 632.


�  In all the quotations in this paper, italicized emphasis is in the original, bold emphasis is added, and [brackets] are added.


�  Grundrisse.  In:  MEGA2 II/1.2, S. 638.


�  April 2, 1858.  In:  MEGA2 III/9, S. 122-124.


�  March 11, 1858.  In:  MEGA2 III/9, S. 99.


�  MEGA2 II/2, S. 7.


�  The Manuscript of 1861-63 was published for the first time in its entirety in German in the Marx-Engels Gesamtausgabe, abbreviated as MEGA2, in 1976-82.  The English translation was published in 1988-94 by International Publishers, as Volumes 30 to 34 of the 50-volume Marx-Engels Collected Works. The publication of this entire manuscript is an important event in Marxian scholarship.  This manuscript is an important link between the Grundrisse and Capital and provides many valuable insights into the logical structure and content of Capital, especially Marx’s theory of the distribution of surplus-value in Volume 3.  


�  Manuskript 1861-1863:  In:  MEGA2 II/3.1, S. 26.


�  Manuskript 1861-1863.  In:  MEGA2 II/3.1, S. 26.


�  A very important discovery in this section on Smith was the development for the first time of the “schemes of reproduction” in order to criticize what Marx called “Smith’s dogma”, according to which the total value of the total commodity product in the economy as a whole consists only of wages and profit (and rent for agricultural goods), without any component for constant capital.  (Manuskript 1861-1863:  In:  MEGA2 II/3.2, S. 398-438.)  The use of the reproduction schemes to criticize “Smith’s dogma” later became Part 3 of Volume 2 of Capital.  For a further discussion of this purpose of Marx’s reproduction schemes, see Fred Moseley: Marx’s Reproduction Schemes and Smith’s Dogma. In: C. Arthur and G. Reuten (Eds.): The Circulation of Capital: Essays on Volume Two of Marx’s Capital.  London 1998, S. 159-185.








�  MEGA2 II/3.3.Erl.673.2


�  Manuskript 1861-1863:  In:  MEGA2 II/3.3, S.680-684 and 719-729


�  Manuskript 1861-1863:  In:  MEGA2 II/3.3, S. 685-686


�  Manuskript 1861-1863:  In:  MEGA2 II/3.3, S. 813-880.


�  Manuskript 1861-1863:  In:  MEGA2 II/3.3, S. 840.


�  Manuskript 1861-1863:  In:  MEGA2 II/3.3, S. 1057.


�  Manuskript 1861-1863:  In:  MEGA2 II/3.4, S. 1450-1538.


�  Manuskript 1861-1863:  In:  MEGA2 II/3.4, S. 1469.


�  Manuskript 1861-1863:  In:  MEGA2 II/3.4, S. 1470; see also 1452.


�  Manuskript 1861-1863:  In:  MEGA2 II/3.4, S. 1481-88.


�  Manuskript 1861-1863:  In:  MEGA2 II/3.4, S. 1508.


�  Manuskript 1861-1863:  In:  MEGA2 II/3.5, S.1545-1597.


�  Manuskript 1861-1863:  In:  MEGA2 II/3.5, S.1468-1469.


�  Manuskript 1861-1863:  In:  MEGA2 II/3.5, S.1598-1682.


�  Manuskript 1861-1863:  In:  MEGA2 II/3.5, S. 1613, 1623, and 1630.


�  Manuskript 1861-1863:  In:  MEGA2 II/3.5, S.1628; see also S. 1629 and 1632.


�  Manuskript 1861-1863:  In:  MEGA2 II/3.5, S. 1632.


�  Manuskript 1861-1863:  In:  MEGA2 II/3.5, S.1816.


�  Manuskript 1861-1863:  In:  MEGA2 II/3.5, S. 1861.


�  Unfortunately, this very important expanded outline of “Section III” is misplaced in Theories of Surplus Value, and this misplacement obscures its significance.  This outline is placed as an “addendum” at the end of Volume One  of  Theories … (pp. XXX), right after the discussion of Smith (to which it is not related) and before the encounter with Rodbertus and the year-long development of Marx’s theory of the distribution of surplus value.  Therefore, the reader does not realize that this outline is located at the end of the Manuscript of 1861-3, not at the beginning, and that it is the main result of all the work on this manuscript.  


     Seeing the entire Manuscript of 1861-63 together also puts the Theories of Surplus-value in a new perspective.  We can see much more clearly from the manuscript as a whole that Chapter 8 of the Theories of Surplus-value (on Rodbertus’ theory of rent) is a turning point and the beginning of a long and creative exploration of the different forms of appearance and individual parts of surplus-value, at the level of abstraction of competition, beyond capital in general.





�   Engels did significant editing of Marx’s manuscript, mainly to make Marx’s manuscript


appear much more like a finished manuscript.  However, Engels’ editing does not appear to have made any difference with respect to the issues discussed in this paper.  The passages quoted and cited below, so far as I can tell, are Marx’s own passages, not additions by Engels.  Therefore, I refer to the respective passages in the printed vesion from 1894, edited in MEGA II/15. There, in the “Verzeichnis der von Freidrich Engels in die Druckfassung uebernommenen Textpassagen” you can find the corresponding passages in the Manuscript 1864-65, edited in MEGA II/4.2. (See MEGA II/15, S. 946-974.)  Engels’ editing has been discussed in Michael Heinrich: Engels’ Edition of the Third Volume of Capital and Marx’s Original Manuscript. In: Science and Society, Vol. 60:4, New York 1996-97. S. 452-466; and in Carl-Erich Vollgraf and J. Jungnickel:  Marx in Marx’ Worten?  Zu Engels’ Edition des Hauptmanuskriptszum dritten Buch des Kapital. In: MEGA-Studien. Vol. 2.  Berlin 1994. S.  3-35.


�  Das Kapital. Bd. 3.  In:  MEGA2 II/15, S.30.


�  Das Kapital. Bd. 3.  In:  MEGA2 II/15, S.198.


�  Das Kapital. Bd. 3.  In:  MEGA2 II/15, S.207.


�  Das Kapital. Bd. 3.  In:  MEGA2 II/15, S.158.


�  Das Kapital. Bd. 3.  In:  MEGA2 II/15, S.307.


�  The title of Chapter 23 was added by Engels; Marx’s manuscript has no title.  Thanks to Regina Roth for pointing this out to me.


�  Das Kapital. Bd. 3.  In:  MEGA2 II/15, S.360; see also S. 351 and 371.


�  Das Kapital. Bd. 3.  In:  MEGA2 II/15, S.602; see also S. 622 and 627.


�  Das Kapital. Bd. 3.  In:  MEGA2 II/15, S. 882-883; see also S. 806 and 807.


�  MEGA2 II/6, S. 317-318.


�  MEGA2 II/6, S. 314-315.


�  MEGA2 II/6, S.180-181.


�  MEGA2 II/6, S. 306-307.


�  MEGA2 II/6, S. 522.


�  Rosdolsky:  The Making of Marx’s Capital.


�  Müller, et. al.:  Einführung.





�  For a more extensive critique of Heinrich’s interpretation, see Fred Moseley:  Capital in 


General and Marx’s Logical Method:  A Response to Heinrich’s Critique. In: Capital and Class, 


no. 55. S. 15-48.  Although I disagree with Heinrich’s interpretation of Marx’s concepts of 


capital in general and competition, I appreciate very much his path-breaking 1989 paper, which 


called attention to the Manuscript of 1861-63 for English-speaking Marxian scholars, including 


myself, before the manuscript had been translated into English.  


�  Heinrich:  Capital in General and the Structure of Marx’s Capital.


�   Heinrich argues that Marx ultimately failed in his attempt to assume that the total surplus-value is not affected by the distribution of surplus-value, because he failed to transform the inputs of constant capital and variable capital from values to prices of production (i.e. the usual criticism of Marx’s theory of prices of production).  I argue, to the contrary, that Marx did not fail to transform the inputs, and that his method of keeping the total surplus-value constant is successful (please see Moseley:  Marx’s Logical Method and the “Transformation Problem”; and ders. The New Solution to the Transformation Problem: A Sympathetic Critique).  But that is a separate issue.  Heinrich and I at least agree that Marx attempted to determine the total surplus-value prior to its division into individual parts, and that Marx maintained the same theory of the production and distribution of surplus-value after 1863 as before.





PAGE  
4

