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Marx’s Two Theories of Value:

The Evolution of Chapter One

1. The predicament

Over the past forty years suspicion has grown that all might not be well with the first chapter of Marx’s Capital, and that there might not be a single univocal theory there. From the time of Engels down to the 1970s it was universally held that Marx was a Ricardian, and that all he had to say about exchange value is that it is embodied labour time (aka ‘value’), with the modification that the labour time that counts is only what is ‘socially necessary’. But things began to change in 1972 when Pilling published an article in which he drew attention to Marx’s analysis of the form of value as a serious part of Marx’s first chapter, and it began to dawn on people that there might be a non-Ricardian side to Marx’s thought.
 Commentators of earlier generations could not avoid seeing the stuff about the form of value because it was there on the page in chapter one, but it clearly meant nothing to them, and Meek spoke for them all when he wrote that ‘There is no need for us to follow Marx’s rather complex analysis of the “elementary”, “expanded” and “money” forms of value in any detail’.
 The estimate was held across the political spectrum, by Mandel and Rosdolsky, as much as by Meek and Dobb. Meek wrote this in 1973, but he was continuing a tradition that began with Engels and Kautsky who saw nothing in the stuff on the form of value either (Dragstedt, 3).
 Pilling’s original insight was developed in the work of Arthur, who turned a suggestive first beginning into a definitive case that there was indeed a non-Ricardian side to Marx’s thought, and showed that it had the dimensions of a substantial theory in its own right.
 This was a breakthrough. Ever since Marx’s death, friend and foe alike had regarded him as a Ricardian economist, and it had now been shown that this was an oversimplification and that the true position was that there were two theories present in chapter one, and that the relationship between them needed to be determined. Arthur’s work, however, was on the Hegelian side of the division between two schools of thought, those who think Hegel a primary formative influence in Marx’s Capital and those who think Hegel’s influence was less than that. So though Arthur had been decisive in proving that Marx was a lot more than just a Ricardian, he was not so influential in showing the nature of Marx’s non-Ricardian thought, at least so far as non-Hegelian opinion was concerned. Then Kay and Mott demonstrated beyond reasonable doubt the depth of Marx’s ambiguity about the idea of labour in chapter one, and how incapable the chapter is of supporting the traditional kind of univocal interpretation that had been defended by Postone shortly before.
 The situation in Marx studies had become critical. The analytical basis of Capital provided in chapter one had always been understood to be straightforwardly Ricardian, and this had not only been called into question, it had actually been shown to be wrong. 

2. Marx and economic thought

One question that had not been dealt with in the literature was when and how Marx had come to add this second and non-Ricardian theory to his repertoire. Marx’s relation to economic thought changed with time and in his later years it becomes tricky to pin down. At the outset, when he began reading economic literature in 1843-44, especially James Mill’s Elements of Political Economy, he was shocked to the core by its cynicism and inhumanity, and also by its distorted view of the natural world. The experience changed his life. At the time he was the golden boy of the leading businessmen of Germany, who had made him at the age of twenty-three the editor-in-chief of the leading pro-business and politically progressive newspaper in Germany, the Rheinische Zeitung, with an impressive circulation for the time, an international reputation, and a board of directors drawn from the leading industrialists of the Ruhr including two future Prime Ministers of Prussia. Marx and his employers were advancing the cause of the market system and progressive politics against stolid resistance from the highly traditional monarchy of Prussia, which was not very business-friendly or democratically inclined, and whose censors closed them down more than once. But Marx’s encounter with economic thought had mortified him deeply, as the little-read notes he wrote on James Mill’s Elements show vividly, and it had opened his eyes to just exactly what sort of world of life and relationships, culture and ethics, he and his associates on the Rheinische Zeitung were campaigning to bring into Germany.
 He resolved to oppose economic thinking and the social order that went with it, the market system. This meant a 180-degree change in the direction of his life, and he left the employ of business and looked for ways of opposing it. This attitude to economic thought never fundamentally changed, but it did come to be modified, and three years later in 1847 we find him firmly signed up to the Ricardian theory of value, and taking a high old tone with Proudhon for not knowing that exchange value is really embodied labour time when ‘everyone knows this’.
 He takes unconcealed pride in his own superior knowledge of economic thought, and seems to regard Proudhon’s ignorance of Ricardo’s theory as ignorance of an established scientific law on a par with Newton’s laws of motion. According to Ricardo’s theory the relation of commodities ‘1 lb. of tea = 4 lbs. of coffee’ is to be construed as an arithmetical equation asserting the equality of two quantities, and it is supposed to say that the quantity of labour embodied in 1 lb. of tea is equal to the quantity of labour embodied in 4 lbs. of coffee. This was the position that Marx then adopted wholeheartedly, and his adherence to it never wavered. There were to be times when it slipped out of his field of vision, as he began thinking in new ways about exchange value, but he always returned to it, and stuck with it to the end, abandoning almost entirely the ideas he had developed himself that were incompatible with it. 

3. Bailey and ‘the real problem’

His thinking about exchange value had already begun to change seriously twelve years later when he publishes the Contribution to a Critique of Political Economy in 1859.
 But it changes further and deeper in the same direction in the fifteenth notebook in the series of twenty-three notebooks Marx wrote in preparation for Capital, which editors date generically as 1861-63.  This contains forty-four pages on Bailey’s Critical Dissertation of 1825.
 Bailey is given the usual amiable central European treatment, being called a ‘fool’, a ‘wiseacre’, ‘self-satisfied’, and so forth, and Rosdolsky like most commentators sees the discussion as a ‘polemic’.
 But there is a bit more to it than that, because beneath all the invective Marx is actually starting to do something completely original, something that no one involved with economic thought had ever conceived of before, and it leads Marx over the next five years to develop an entirely original theory of commodities and money (henceforth ‘the TCM’), which finally appears as chapter one in the first edition of Capital. This is a very different creature from the chapter one that all students of Marx have been familiar with from the second edition and its descendents.
 He is beginning to think out the metaphysics of what is involved in a sale, or in ‘exchange’, to use the anodyne jargon of economics, which always tries to pretend that it ranges over human societies generally and not just over modern society based on the systematic buying and selling of the market system. He is trying to think out the metaphysics of the relationship that gets set up between useful things when they start behaving as commodities by entering into relationships with one another, ‘20 yards of linen = 1 coat’, or ‘20 yards of linen = £1’, so as to discover the concealed logic of what is going on in them. Bailey’s great claim to fame is the idea that there is nothing more to the exchange relationship ‘1 lb. of tea = 4 lbs. of coffee’ than the relationship itself, and that it is intelligible as it stands in saying simply that 1 lb. of tea is given for 4 lbs. of coffee. Consequently he holds that there is no need to try to find another way to make it intelligible, say by portraying it as an arithmetical equation, and then try to make literal sense of the ‘=’ sign by making up a property (‘value’) for the tea and coffee to be equal in. Marx implicitly concedes that Bailey has a point, because the relationship clearly interests him and he worries away at it at length asking himself among other things, ‘is this equality the result of the fact that these two amounts exchange for each other at all? Does this sign = merely express the fact of exchange?’ (TSV, 142). The fact that he can ask this question suggests that at this point the Ricardian theory is not in principle above reconsideration. But for the moment the point to notice is that Marx’s thoughts are moving away from the hidden property of Smith and Ricardo and towards the relationship that arises between useful things when they behave as commodities. He has been made to think hard about the relationship of commodities. This is Bailey’s doing and Marx knew it and knew the worth of it, and for the rest of his life he acknowledges the debt faithfully every time the issue comes up. Marx had in fact developed similar ideas in the Contribution, and his eternal gratitude to Bailey may simply be due to the fact that grappling with Bailey’s work caused him to realize that the ideas he had thought up in the Contribution had a significance he did not fully see at the time, and that this realization was what made him look into those ideas further and eventually led him to produce his own theory of exchange value, the TCM. Marx’s thinking in his pages on Bailey clearly fills in gaps in the thought of the Contribution and deepens that thought. 
Marx’s first question is to ask in what capacity, status, or character, the tea and the coffee are acting when they behave like this by standing in a relationship with one another. They are relating to each other as something or other, but as what? Whatever it is, it has nothing to do with the natural qualities of the tea and coffee that make them useful, because this ‘is not a relationship between them as natural things’ nor is it ‘a relation which they bear as natural things to human needs’ (TSV, 144). Later in Capital he treats it as a social status, and to illustrate what he means he uses the image of monarchy: ‘This man here is only king, because other men behave towards him like subjects. They believe, however, that they are subjects because he is king’ (Dragstedt, 24). The same relationship that exists between the tea and the coffee also exists between all the other things that are up for sale; ‘all those various heterogeneous things must be considered as . . . expressions of the same common unity, an element quite different from their natural existence’ (TSV, 128). ‘After all, the objects stand only in relation of exchange or as exchangeable objects to each other. That is why they are “commodities”, which is something different from “object”’ (TSV, 140). The expression ‘the same common unity’ is vague, but it registers a recognition, quite fundamental in Marx’s development, that being a commodity is not just being an object or artifact as it is on Ricardo’s view. What Marx eventually draws out of this line of thought is the idea that what it is for a useful thing to be a commodity is for it to occupy a place in a network of exchangeability relationships between useful things such that it is exchangeable with anything else whatever. To have exchange value is to be exchangeable with everything else, by being one element in a network of elements woven together in relationships of exchangeability. Marx comes to call this the ‘commodity world’, and he sees it as a kind of parallel realm to the natural world, because the natural thing comes to lead a double life, being both a thing in the natural world, and at the same time a player in a socially constructed world of commodities, money, and trading. A useful thing gains the status of a commodity and acquires the property of exchange value when it has a place in a network of that kind. 

But concerning the relation itself, Marx notes a difference between the role that the tea has in it and the role the coffee has. The tea is having its exchange value expressed, and the coffee is doing the expressing (he later calls these the ‘relative’ and ‘equivalent’ forms of value respectively). Bailey had not noticed this difference, and so he did not see what is actually going on in the commodity relationship that he had rightly made so much of, and Marx duly notes that ‘the real problem, how is it possible to express the value in exchange of A in the value in use of B – does not even occur to him’ (TSV, 149, italics added). The realization of this ‘real problem’ portends a sea change in Marx’s thinking. What happens in the relationship of commodities is that the exchange value of the tea, though undetachably united with the natural body of the tea throughout, is given an independent representation outside the natural body of the tea, and it is in the natural body of the coffee that this is done. (This idea was present in chapter one of the Contribution, but Marx made nothing of it there. Here he begins to show its fuller significance, first in understanding the commodity, then in explaining money, and finally in drawing in capital as the apotheosis of the commodity.) The coffee performs this function as coffee, not in its capacity as a bearer of exchange value itself. It misses Marx’s point altogether to suppose that it is the exchange value of the coffee that represents the exchange value of the tea. He is trying to see how it can be that natural objects, tea, coffee, linen, coats, are able to stand in such relationships with each other and what is involved when they do, and he is careful never to lose sight of the natural object, because keeping a beady eye on that is the key to spotting the surreptitious move from natural object to social player that happens as the useful thing adopts its role as relative or equivalent in the commodity relationship. The fact that the coat plays the social role of the equivalent as a natural object and not in its social capacity as a bearer of exchange value is the pivotal point of Marx’s view that the commodity form is essentially fetishistic, because it means that in the case of the useful thing that is acting the part of the equivalent, the natural object and the social role are one and the same, and this has the effect of projecting the social realm into the natural realm in a very confusing way, and at the very point that is most crucial for a society that is based on exchange and ‘private labour’ – an idea that will be explained shortly.  The fact, as Marx keeps stressing, that it is the ‘use-value’ of the coat, its natural physical body, that does the representing, and not the exchange value of the coat, is the foundation on which Marx goes on to build his own theory of commodities and money (TCM) in the first edition. It is also the Rubicon in Marx’s departure from Ricardo, though he seems not to have recognized it, or at any rate admitted it. The Ricardian way of understanding the relationship of commodities ‘1 lb. of tea = 4 lbs. of coffee’ has nothing to do with role-playing, social properties, representation, or social relationships between useful things. It sees the relationship as an arithmetical equation of two magnitudes of a natural property, labour time, and it is naturalistic not social. Even at this early stage in the development of Marx’s own theory, the TCM, it is already coming apart from the Ricardian theory, and Marx is already beginning his long struggle to keep them together. But the strains constantly show. I. I. Rubin spotted the main one in the form in which it occurred a few years later in the second edition of Capital, and what he said about it has bothered commentators ever since his work reappeared in the 1970s after its suppression in the 1920s by the Russian Stalinists who eventually went on to kill him. But exactly the same strain showed from the very first in Marx’s work on Bailey. Marx is quite clear that it is ‘only through sale, through its real transformation into money, that the commodity acquires its adequate expression as exchange value’, and again that ‘only by its alienation [sc. sale] does individual labour manifest itself as its opposite’, social labour (TSV, 136). The position that is developing here is that the useful thing becomes a commodity in the course of exchange. This is fundamentally at odds with the Ricardian theory, which holds that the useful thing becomes a commodity in production, because it holds that what it is to be a commodity is to embody labour time, and labour time is embodied in a useful thing during its production not when it is exchanged. Throughout the pages on Bailey Marx is constantly ambiguous about whether a useful thing acquires the character of a commodity before it is sold or when it is sold, and at one point he tries to defend saying both things at once by claiming that there are two transformations, one occurring before exchange and the other in it: ‘the first transformation is merely a theoretical process, the second is a real one’ (TSV, 136). These notes on Bailey were not intended for publication, so Marx was just trying this idea for size, but it was a feeble dodge even for notes, and he never tries it again. 

What caught Rubin’s attention was a change Marx had made to the second edition for its translation from German into French. In the German original Marx had written that ‘The equalization of the most different kinds of labour can be the result only of an abstraction from their inequalities, or of reducing them to their common denominator, viz. expenditure of human labour-power or human labour in the abstract’. But in the French translation Rubin noticed that ‘Marx, at the end of this sentence, replaced the period with a comma and added: “and only exchange brings about this reduction, opposing the products of different forms of labour with each other on the basis of equality”.’
 But the question Rubin then asks, being a believer in the Ricardian theory himself, is ‘how can we reconcile these statements of Marx, which can be multiplied, with his basic view that value is created in production?’ It is obvious that these positions cannot be reconciled, except perhaps by a verbal trick, and that is what Rubin settles for with the suggestion that ‘When Marx constantly repeats that abstract labour is only the result of exchange, this means that it is the result of a given social form of the production process’. In other words when Marx says ‘exchange’ he really means ‘production’ (149). And so Rubin resolves the conflict between Marx’s own theory and the Ricardian one. The problem of whether a useful thing becomes a commodity in production or in exchange bedevils Marx for ever after, and he never dealt with it because until the end he wanted to hold both his own theory and the Ricardian one at the same time. 
Useful things come to enter these relationships and start behaving as commodities because of the way that we relate to each other. In what Marx calls ‘private labour’, people carry on their activities, not as part of a common effort, but for their own individual advantage, and when someone makes something he does it, not to contribute to a common stock, nor to consume it himself, but in order to use it as a means of acquiring for himself through buying and selling the things made by other private producers like himself.
 In this arrangement of social life, the efforts people put in (‘society’s labour’ in economic totalitarian speak) are directed, and their products distributed, through the commodity relationship, and the process works through those efforts (‘social labour’) and their resulting products being represented as exchange value and money. There is another way of arranging this sort of thing, and when Marx wants to consider it he usually calls it ‘communal production’. Anglo-American writers on Marx sometimes find this a strange notion, and Ian Steedman for instance harbours the suspicion that it might be something from an imaginary past.
 The example that would have come to mind at once to a Rhinelander like Marx would have been monastic life, where there is communal effort, a division of labour, distribution and consumption of the product, possession but no private ownership, no buying and selling, no profits, and no role for money. Members of the community possess their clothes and equipment, but though they have privileged access to their use they cannot sell or gift them because they are not private property. Marx will also have been familiar with Aristotle’s distinction, well known in the Scholastic tradition of philosophy that survived on the Continent of Europe, between possession and ownership, which was a commonplace part of Catholic teaching. ‘Wealth’, Aristotle says in the Rhetoric, 'consists in using things rather than owning them', and he adds that the 'definition of security is present possession in such a way that the owner has the use of the goods, and that of ownership is the right of alienation, whereby gift or sale is meant'.
 These arrangements would have been quite familiar to Marx. Monasticism was influential in the political imagination of Catholic culture in Europe, and this would have affected Marx as much as anyone else. It has been one part of the value system that explains why mainstream European culture has been more reluctant to enter into the market system and economic thinking in just the unchecked way that Anglo-American culture has, which for its part had driven monasticism out of its own political imagination centuries before. Yet Marx never uses monasticism as an example despite its communist virtues, perhaps because it did not seem progressive enough, or because it is not an historical form of society but is on the contrary a withdrawal from mainstream life. When he wants an example of a social division of labour without commodities he prefers to refer more obscurely to the ancient Indian village (cf. Dragstedt, p. 12, and Capital 1, Pelican, 132).
 The idea of ‘communal production’ is fundamental to Marx’s view, expressed in the Critique of the Gotha Programme, that in post-market society work will be ‘life’s prime want’. It is one of the few things Marx ever has to say about life after the market system has gone, and it is a poor reflection on Anglophone Marxians that as a rule they have failed to see anything much in Marx’s statements about ‘communal production’.
 The failing seems a serious one, especially when one considers what became of work in the Soviet Union. 

From this point on, after the Contribution and the notes on Bailey, Marx’s work contains two quite distinct theories. The first theory is about (i) the confused and perverse nature of economic concepts deriving from the commodity relationship, which purport to describe the real world but really describe a confused amalgam of the real world and the commodity world, (ii) the dehumanizing effect of living with the commodity world, and (iii) the loss of control over our affairs that we accept in developed commodity society by ceding our control to ‘market forces’, which are really just the law-like movements of exchange value or capital set out in Capital. The second theory is about an alleged numerical relationship between two quantities, viz. the proportions in which commodities are exchanged and the amounts of labour that went into making them. The story of Marx’s book Capital, as it is prepared for its first edition in 1867 and then revised for its second in 1874, is a story of the conflict between these two theories and of Marx’s struggle to keep them together. 

4. First edition

Marx’s main expressed aim in chapter one in both editions is to explain what money is. Economics textbooks never do this. They generally distinguish three kinds of money, commodity money, contract money, and fiat money. They then describe these kinds, and the functions they perform such as store of value etc., but they do not explain what money is. They adopt an unanalyzed idea of money as something that can settle debts and effect purchases, and then go on to ask which things can, answering empirically that gold, promissory notes, and authorized paper can, and conclude that these things are money. This is fine as far as it goes, but it does not explain what money is, in the sense of what it is for anything to be money, or of what else has to be the case for anything (whether gold, promissory notes, authorized paper, salt slabs, or conch shells) to come to have the capacity to do the things that money does. But this is the question Marx sets out to answer. The Marxist textbook answer is that money is the universal equivalent, but unless that is explained one is none the wiser. Marx wants to explain what the universal equivalent is, and he has to start by getting rid of the ‘universal’ bit. He needs a way of showing the role of the equivalent without bringing money into it, and he invents what he calls the ‘elementary’ relationship of commodities, ‘20 yards of linen = 1 coat’, saying that the ‘simplest relationship of a commodity is obviously its relationship to one other single commodity’ (Dragstedt, 49). But there is nothing ‘obvious’ about it. This relationship is not one that exists in the commodity world, as we know it, because we never equate one commodity with another in this way except in school playground swaps - one champion conker for one cap gun. Marx has made it up, and it is a clever insight. Out of it he generates the only serious explanation ever given of what exchange value is, and it also turns out to be the key to explaining what money is. He does it by means of a metaphysical analysis of this relationship, and of the implications of its being replicated in a network of such relationships. He begins by calling this relationship ‘The Elementary Form of Value’, and the analysis unfolds through ‘The Expanded Form of Value’, ‘The General Form of Value’, and ‘The Money Form’. We may note in passing that hese heavy-duty names are one of Marx’s many stratagems for keeping the Ricardian theory (a theory of labour time embodied, i.e. ‘value’) in the frame when there is a danger of its being crowded out in the course of setting out the TCM (a theory of exchange value), and for keeping the two theories joined together and presented as much as possible, not just as two theories joined at the hip, but as a single unified theory.
 But leaving that issue aside for now, the metaphysical analysis is essentially a deconstruction of the money relationship ‘20 yards of linen = £1’ into all the other relationships that have to pertain if this one is to be possible. Except that Marx starts at the other end. Instead of starting at the complicated end and breaking it down, he starts at the simple end and builds it up. In the process, in a metaphysical analysis of great imagination, he explains not only money, but also the construction of the ‘commodity world’, and the relationships, capacities, and functions that make it up. 

(i) In the ‘Elementary’ relationship of commodities, 20 yards of linen = 1 coat, the coat is acting, not as a useful thing that can keep you warm, but in a social capacity in which it performs the function of acting as the representative of a social property of the linen, its exchange value. A useful thing acting in this capacity Marx calls the equivalent. 

(ii) The linen can have its exchange value represented equally well by u coffee, v tea, and so forth throughout the world of commodities, and this gives us the ‘Expanded’ form: 20 yards of linen = one coat or = u coffee or = v tea or = x iron or = y wheat or etc. Here each commodity acts as a particular or ‘specific’ equivalent of the linen and this holds across the whole range of commodities. 

(iii) But in the ‘General’ form the linen comes to act in a new capacity:

1 coat       =       20 yards of linen

u coffee    =       20 yards of linen

v tea          =      20 yards of linen

x iron        =      20 yards of linen

y wheat     =      20 yards of linen.

This is a new set of relationships, and it establishes an entirely new social role for the linen as the representative of the exchange value of every one of all the other commodities. Commodities now express their exchange value much more simply, because they do so in one single ‘commodity-body’, the linen, not in many as before, and they do so in a unified manner, all expressing their exchange value together in the same equivalent. The effect is to unify the commodity world and make it more of a system. The linen also becomes the sole representative; because once one commodity is given this role no other commodity can have it. All the other commodities in the commodity world are now excluded from the equivalent role, and the commodity which figures as this universal equivalent is thus excluded from the unified commodity world, because the linen cannot be in the equivalent form and the relative form at the same time. Nothing can, because of what Marx calls the ‘polarity’ between the relative and equivalent forms in the relationship of commodities ‘20 yards of linen = 1 coat’. In other words, nothing can play the role of ‘the thing represented’ and ‘the thing that does the representing’ at the same time. To be in both roles at the same time would be a nonsense, giving the tautology ‘20 yards of linen = 20 yards of linen’ (Dragstedt, 65-68). 
(iv) The ‘Money Form’. The General form shows what money is, and following the analysis through to this point shows what relationships have to hold between useful things, and what roles they have to come to play, for anything to become money, or adopt the ‘Money form’. 
A striking feature of this explanation of commodities and money is that it is cast entirely in terms of roles and relationships. The useful things, linen and coat, play the social roles of relative and equivalent when they stand in a certain social relationship to each other. Exchange value itself is a property that arises in the commodity relation between the linen and the coat, in the same way as the property of being ‘married’ arises in the relation of being ‘married to’ someone else. X acquires the property of ‘being married’ in virtue of having entered the relation of ‘being married to’ Y. In that relationship, the coat has the job, as Marx puts it, of ‘counting as’ exchange value for the linen, so that consequently exchange value is not really some natural entity that exists outside this relationship, as labour time or ‘value’ does.
 To be a commodity and a bearer of exchange value is simply to enter these relationships and play these roles of relative or equivalent. This account is a social one, and it is diametrically opposed to the Ricardian account, which is a naturalistic one. According to Ricardo, exchange value is not a social property acquired by useful things playing roles in social relationships, but a natural property that (some) useful things possess intrinsically in virtue of being members of the sub-class of useful things that are artifacts, viz. the time taken to make them (‘value’).
 So a useful thing is a commodity in virtue of its being an artifact, not in virtue of its entering into social relationships with other useful things in the process of buying and selling (‘circulation’ in economic speak). Consequently, ever since Homo Erectus, or Homo Habilis, or whichever it was, developed opposable thumbs and began making useful things he was making commodities, because he was embodying labour time in his artifacts. This makes a suitable companion for the belief that the importance of opposable thumbs is that they allowed humans to begin trading. On Marx’s own theory (TCM), a useful thing outside the network of relationships of exchangeability is not a commodity at all and does not bear exchange value, but inside the network it acquires this new status and associated functions, which it cannot have or perform merely in virtue of its own natural features. 

The nature of Marx’s analysis is often misunderstood. Pilling, for instance, suggests that ‘the transitions involved in the movements from “commodity” to “money” were historical as well as logical movements’.
 They are logical certainly, or perhaps ‘metaphysical’ would be more strictly accurate, but can it really be said that they are historical? Take the case of the transition from the Expanded form to the General form. The Expanded form is:

20 yards of linen = 1 coat or = u coffee or = v tea or = x iron or = y wheat etc.

The General form is: 

1 coat       = 20 yards of linen

u coffee    = 20 yards of linen

v tea          = 20 yards of linen

x iron      = 20 yards of linen

y wheat   = 20 yards of linen etc.

This ‘movement’ or ‘transition’ from one to the other clearly is not meant to be an account of an historical event. It is an analytical device. And it is not an odd or untypical case from among the succession of such devices (Marx calls them ‘forms of value’) that makes up his account of commodities and money. There are five of them in all in the full account (not counting the money form), from the Elementary form to the Money form, and the moves from one to the next are no more accounts of historical events than this one is. Except for the money form, all the forms are all made up. They are steps in a metaphysical analysis, not stages in a history. The entire case Marx constructs about commodities and money is nothing like an account of historical events. It is a metaphysical exercise designed to show what money really is by carefully unpicking layer by layer the social relationships that useful things enter into with one another, the roles they come to play, and the capacities in which they come to act when they become commodities, i.e., elements in the network of exchangeability relationships that make up the commodity world, which is the setting in which money has its being and asserts its nature. This is clearly a metaphysical enquiry. The Marxist tradition has persistently failed to grasp this obvious fact, and in this respect it has remained one of the few significant surviving strongholds of positivist influence, or ‘weakholds’ would probably fit better. The positivist-inspired horror of metaphysics needs to be confronted, and for the sake of clarity and calling things by their true names it is necessary to recognize that Marx’s enquiry is metaphysical. The tradition will make that difficult, but it should be possible to deal with the emotional fallout of embarrassment and defensiveness that the admission might prompt without the need for counseling. It is important to do this in order to be able grasp the advantages of Marx’s non-Ricardian thought, in which he not only shows the world as portrayed in economic thought to be morally obnoxious, which is a familiar enough line of thought, but also shows it to be metaphysically weird as well, a theme that has not been so prominent in the literature. British Empiricist philosophy in the eighteenth century developed an allergy to metaphysics just as it was giving birth to economic thought, which was rather opportune, and probably the two things are connected.
 George Orwell occasionally noted liberal preferences that had come to be incorporated into Marx’s legacy, like the belief that man is naturally good and is only corrupted by his environment, and this belief that metaphysics is mumbo-jumbo looks very much like another of them.
 Marx himself was not clear about metaphysics, and he does not express himself clearly about it. He does not often use the work ‘metaphysics’ and its cognates, and when he does it can be with mistrustful overtones that to us today sound positivist in tone, though at the time he was writing the positivist movement was a thing of the future. A case in point is the frequently cited piece of irony when Marx describes the commodity as full of ‘metaphysical subtleties and theological niceties’. Theology was beginning to pass out of favour in Europe at the time, and there was a reaction against metaphysics too because of the close association it had come to have with theology in the later Scholastic tradition. This was the very tradition Marx himself had been brought up in, and he seems to have shared the common suspicion it had come to be held in. He might also have picked up a suspicion of metaphysics from Kant, whom he studied as a student in Berlin, who had taken a lot of Hume on board, with the effect that he might well have come to think of metaphysics as a subject that tries to go beyond what is really knowable. For these reasons perhaps Marx is sometimes apt to prefer developmental terms to metaphysical ones in structuring and describing his own enquiry, and they sound historical even if they are not really meant to be. The confusion is compounded by the fact that Marx often writes in a way that encourages the conflation of a metaphysical analysis with an evolutionary development. For example, he typically writes that ‘It therefore follows that the elementary value-form is also the primitive form under which a product of labour appears historically as a commodity, and that the gradual transformation of such products into commodities, proceeds pari passu with the development of the value-form.’
 He could be right, but how does he know? Pilling cites this passage as evidence that Marx’s account of the value form is historical, and that Marx meant it to be so. But the historical aspect of Marx’s account is pure speculation. He offers no historical evidence of any kind; no region is identified where these ‘transitions’ are supposed to have happened; no dates are given for when; we are not told in which ancient city-state or kingdom it is all supposed to have taken place, or who the king or chief magistrate was who initiated or authorized it. Nor are we told how it happened that they came to introduce the General form, and how they came to choose linen as the general equivalent and not coats or cabbages. But of course it is not meant to be history at all. It is not sensible to suppose that Marx was giving us to understand that there actually was a time when linen was the general equivalent, that it was actually chosen over coats and other things, that the Extended form and the General form actually existed as institutions as the Money form came to, and that transitions like that between the Extended form and the General form are datable events for which we happen not to have the dates. It is true that money could only have emerged out of the growth of the circulation of useful things as commodities and bearers of exchange value, but Marx’s sequence of forms from the Elementary form to the Money form is not meant to describe stages in the historical process in which that actually happened. It is meant to reveal the logic of what is really going on inside such a process wherever, whenever, and however it might happen, that is, regardless of its contingencies. That is a different kind of exercise, and one that a history, however well done, could not accomplish as a history. Marx describes it in historical-sounding developmental terms, but that is just a bad habit that was fashionable at the time. 

5. Abstract labour in the two theories

The naturalism of Ricardo’s theory makes it much more logically vulnerable than Marx’s own social theory, the TCM. Consider the most intractable of the problems associated with what is called Marx’s ‘theory of value’, the problem of abstract labour. This comes out quite differently on Marx’s theory than it does on Ricardo’s. On Marx’s theory, exchange value is a function of the commodity relationship and it arises in exchange or circulation. So when a useful thing circulates as a commodity, the activity that made it (which is still so to speak ‘in’ it, in the sense that it is truly predicable of it that it was made by a particular exercise of that activity) becomes exchangeable, and in a way homogeneous, with all the other particular exercises of other activities that are so to speak ‘in’ the other commodities it exchanges with, and so those activities, related to one another as they are in these relationships, become unspecific or ‘abstract activity’ (or abstract ‘labour’), the content of the exchange value of the useful things they produced. Marx is unequivocally clear about the role of commodity relationships and exchange in producing exchange value and this pseudo-homogeneity of heterogeneous things. The first or ‘elementary’ form of relative value, he says, ‘equates the labour contained in the linen only to the labour of tailoring. Otherwise with the second form’ (sc. the General form), in which it is equated to every possible kind of activity (or ‘labour’), and consequently ‘the linen value is for the first time really manifested as value, i.e., or crystal of human labour in general’ (Dragstedt, 26). It is in the buying and selling of useful things as commodities (‘circulation’ in the abstract jargon) that this logical impossibility comes into being, i.e. not in the natural world but in the commodity world. Elsewhere Marx explains that the ‘reduction’ of heterogeneity to homogeneity, though logically impossible as he well knew, takes place everyday ‘behind the backs’ of the participants in a ‘social process’, and he adds that the existence of this process saves him the trouble of making the reduction himself (Dragstedt, 14). This ironical recognition of the capacity of the systematic buying and selling of useful things in their social capacity as commodities to achieve the logically impossible, is part of Marx’s awareness of the metaphysical weirdness and perversity of the commodity system and the economic thought it generates, with its ‘metaphysical subtleties and theological niceties’, and it is a working out of some of the reasons for the revulsion he felt when he first came to the study of economic thought and the commodity world in 1844. On the Ricardean theory, however, there is no ‘social process’ like buying and selling that brings about the reduction to homogeneity, and so it is not open to a defender of that theory to say that the reduction is done everyday behind everyone’s backs by a social process. On the Ricardian theory, exchange value arises in production not exchange, and for that reason labour has to become homogeneous in production too, and moreover in the natural realm not the social one. So it falls to the lot of the Ricardean economist, Marxist or not, to find a way of performing the conceptual reduction of activities to homogeneity himself, because his own theory bars him from saying that buying and selling (or the ‘circulation of commodities’) does it. This is the position Marx puts himself in, and the debt he inherits, by adopting the Ricardean theory as well as his own. He tries repeatedly to use the account of the reduction to homogeneity arrived at in the TCM to make good the account of it owing from the Ricardean theory, but this is obviously illicit. Those who have accepted Marx’s adoption of Ricardo’s theory have inherited the same obligation to supply this missing reduction, but it has never been forthcoming. 

In any case, on the TCM a reduction to real homogeneity is not needed, because the theory does not say that activities are equal, only that they ‘count as’ equal, so that it is really only talking about a pseudo-homogeneity. But on Ricardo’s theory, sense has to be given to the idea of a ‘quantity of labour’, and that idea presupposes a reduction of activities to a strict and literal homogeneity in the natural realm, not a reduction by a ‘social process’ to a pseudo-homogeneity in the social realm. This also means that Marx’s attempts to use the TCM to bolster the Ricardian position is illogical because a reduction to pseudo-homogeneity in the social realm cannot be used to provide a reduction to strict homogeneity in the natural realm. Furthermore, for the Ricardian theory the reduction to homogeneity has to occur in production not in exchange, so it cannot be claimed that it is established by a ‘social process’ at all, and again it cannot be a pseudo-homogenization but must be a literal one. A defence might be mounted by trying to build on the fact that production is a social process too. But this will founder on the fact that though useful things are made in the production process, exchange value is not, because exchange value is not the sort of thing that human activity can make as a product is made, unless one wants to propose a shadowy workforce of ‘abstract labourers’ dwelling in the parallel universe of the commodity world and making the exchange value alongside the concrete labourers who are making the useful things. Marx’s image in the second edition of the ‘Twofold Character of the Labour embodied in Commodities’ is a rhetorical ploy, not serious analysis. The suggestion that abstract labour is a ‘character’ of activity (or ‘concrete labour’) that is capable of creating value is incoherent. What is a ‘character’ of labour? And how can it ‘make’ anything? And how can something like exchange value be ‘made’ by any kind of labour? The idea is part of the ambiguity between concrete labour and abstract labour that runs throughout the whole account in the second edition noted by Kay and Mott.
 One may say that creating the thing that has exchange value is ‘in a sense’ creating its exchange value too, and this is a lot easier to get away with if you also hold that exchange value is really embodied labour time, because in that case the making of the useful thing and its coming to possess exchange value are pretty well one and the same thing. But if exchange value is not given the naturalistic gloss to the effect that its real content is embodied labour time (or ‘value’), there is not the same reason to think of it as something that labour could make in production. And, of course, if exchange value is thought of as something that arises in social relationships between useful things that have been made by private labour, there is no reason at all to think that. Labour lies at the heart of exchange value, but not because labour has in any literal sense ‘made’ exchange value. In the circulation of commodities one can understand how, in the exchange of coat and linen, tailoring and weaving are pseudo-homogenized, or in a sense ‘made equal’, by being ‘counted as’ equal. The activities or ‘labours’ come to be treated this way as a result of the fact that in the acts of sale and purchase that make up circulation their products are treated this way. But it is hard to think of anything in the process of production, social though it is in a sense, that could bring us to suppose that tailoring might become the equal of weaving.
 The upshot is that on the Ricardian theory it cannot be claimed that ‘a social process’ does the reduction, or that the homogenization is pseudo, because the theory does not say that activities ‘count as’ equal in virtue of their role playing in commodity relationships, it says they are equal as embodiments of quantities of labour time, and if you say that you have to come up with the reduction of activities to homogeneity in the natural realm, not the social one. 

 In the first edition Marx conceives the ‘commodity world’ as a sort of second order shadow world made up of weird abstractions that actually come to usurp the identities of the natural things, people, and activities of the first order real world. It is a conception that goes to the root of market society, of the economic perception of things and people as market entities, i.e. as commodities and labour, and of what is made of human life and relationships by acting on those perceptions. It articulates what it was about economic thought that so shocked him when he first read it in the early 1840s, and it is the most critical of his reactions to economic thought. The idea goes back to the Comments on James Mill where Marx had an intuition that the ‘commodity world’, or the natural world as seen through economic eyes, was a weird and even perverted take on the natural world, and to the Communist Manifesto where in a celebrated phrase he wrote of the ‘commodity world’ (or what we might call the ‘economic world’) as one in which  ‘all that is solid melts into air; all that is holy is profaned’. Abstract labour itself is seen as part of this weirdness in the first edition. In the General form of value, where the linen is made the sole equivalent for all other commodities, it is ‘as if alongside and external to lions, tigers, rabbits, and other actual animals, which form when grouped together the various kinds, species, subspecies, families etc. of the animal kingdom, there existed also in addition the animal, the individual incarnation of the entire animal kingdom. Such a particular which contains within itself all really present species of the same entity is a universal (like animal, god, etc.)’, (Dragstedt, 27). His point is that the relation between natural activities and abstract labour, is like the one that would exist between all the kinds of natural animals and this ‘abstract animal’ or ‘animal in general’, if there really were such a thing. He knows there is not, and that is part of his point. He is saying that, in bringing abstract labour into being through the exchange of commodities, the commodity world creates something that is just as weird as the ‘abstract animal’. In the natural world there can be no such thing as the abstract animal or abstract labour, both animals and activities being irreducibly heterogeneous, but in the commodity world there can be and is something as weird as abstract labour, activity without kinds, and this is what exchange value and money are. 

For Marx’s version of the Ricardian theory, however, abstract labour cannot be a weird non-natural piece of economic metaphysics, a part of the weird metaphysical world of the commodity, like the ‘abstract animal’. It has instead to be natural labour (though stripped of its qualities, contrary to what is logically possible), rather than a social property that useful things acquire in virtue of being connected together in a network of exchangeability relationships. So in the second edition, in Section 2, Marx is forced to dispense with the whole line of thought he had developed since 1844 about the weird realm of economic abstraction, the melting of the solid world into airy economic abstractions, and the topsy-turvy way that market thinking has of identifying things in the real world of useful things, people, and creative activities, not as what they are, but only as embodiments of economic abstractions and projections of capital, ‘utilities’, ‘human resources’, ‘labour’, ‘raw materials’, ‘services’, and ‘capital’. Marx has suppressed yet another rich aspect of the theory he invented (the TCM), and thus deprived later generations of what he could have developed into a proper critique of economic thought or ‘Critique of Political Economy’. He did a lot more of this sort of suppression, and he did it all, as he believed he had to, in order to perpetuate a piece of economic thought devised by Smith and Ricardo. As a result, he not only deprived his successors of the better and more revolutionary theory, but he also saddled them with a piece of economic thought that did not last, and was not helpful to them in the aim of breaking free of economic thought and commodity fetishism, but on the contrary did something to keep them shackled to it. Furthermore, the blending of the two theories into one produced a degree of confusion in Capital that in the long run has sapped the book’s intellectual, moral, and political purpose, and it has left a legacy of confusion in the literature, nowhere deeper than in the many tortuous discussions of ‘abstract labour’, a notion subjected to impossible strains by being made to do duty in two quite different theories at the same time. 

6. Second edition

In the first edition of Capital, chapter one is taken up almost entirely with a statement of the theory of commodities and money (TCM), and an appendix is added in which the theory is explained a second time but more systematically and at greater depth. The Ricardian theory appears in both these accounts, but its appearances are few and brief, and none of them ever has any connection with the matters in hand in the context, so that they stand out as clumsy interruptions in the train of thought.
 In the second edition extremely firm measures are taken to reverse this position. The appendix, containing the fuller statement of the TCM, is removed altogether. Chapter one, which had been undivided in the first edition, is now divided into four sections, and the TCM occupies only one of these, Section 3. Two new sections are put in front of it, both of strongly Ricardian character, and one new section is put after it, section 4 on the fetishism of the commodity, which manages to retain at least some the moral and intellectual force of the TCM, but in a way that largely detaches it from the bowdlerized statement of the TCM itself in the previous Section 3, and which also manages to mix in a bumper dose of the Ricardian theory just in case. The purpose of all these changes is unmistakably clear. It is to install the Ricardian theory in the leading position over the TCM, to contain the statement of the TCM to something that is consistent with the Ricardian theory and at the same time provides some support for it, and to present both theories together as constituting a single theory. He does not dispense with the TCM and replace it with the Ricardian theory. He adds the two theories together. He continues with the TCM position from the first edition that exchange value arises in the commodity relationships of circulation, but he adds to it the idea, which is not found in the first edition, that value is ‘created’ by labour in production.
 This difference between the two theories, that one is about exchange value and the other about value or embodied labour time, is probably what persuaded Marx that he could hold them both at the same time, and then join them together by saying that the arrival on the scene of exchange value ‘unlocks’ or ‘activates’ value which had been slumbering away without effect ever since men and women turned their hands to making useful things. This arrangement does not make Ricardo’s theory less naturalistic or more social, but it does add a significant social dimension to it. However, the remains of the TCM that survive into the second edition, all the stuff about relative and equivalent and the peculiarities of the equivalent form etc, lack any real point, even a concealed one that a bit of thought might uncover, and it is not surprising that no school of thought ever succeeded in extracting any substantial part of the TCM from Section 3 of the second edition and its derivatives. When Marx published the second edition he suppressed the first with great effect. 

In the formulation of the TCM in the second edition, in that same Section 3 of chapter 1, Marx preserves the general structure of the analysis as it had appeared in the first edition. This shows in the fact that the main headings are more or less the same: (a) the simple form, (b) the total or expanded form, (c) the general form, and (d) the money form. But there is a drastic loss of analysis, detail, and system, which shows in the fact that the sub-headings, which number 34 in the Appendix in the first edition, are reduced to 15 in the second. Nonetheless the general shape is preserved. But the resemblance is superficial, and it does not mean that the analysis is still there, and it is not, even in a diminished form. Beneath the headings of the second edition there is no disciplined analysis like that in the first edition, but only a travesty. The chief casualty in it all is the social character given to economic value in the TCM, as it has to be, because of Marx’s overriding commitment to Ricardo’s theory, including unavoidably its naturalism. He tries to moderate that naturalism by adding the Bowdlerized version of the TCM, but this could not work except cosmetically because it does not change the fundamentals of Ricardo’s theory. Unless he was prepared to abandon the Ricardian theory, Marx could not afford to do anything about its naturalism except try to hide it or disguise it. If he had given the social account from the un-Bowdlerized TCM it would have flatly contradicted the Ricardian theory, especially over the recurrent issue of when the useful thing becomes a commodity, i.e. in production or circulation, and the reader would have picked that up easily. But the Bowdlerized version adds nothing more than a social veneer to the naturalism of embodied labour time, without in any way calling it into question. That is the effect of what Marx did in the second edition, and it must be reckoned to have been his intention if we suppose that he knew what he was doing. 

There is a mass of changes that contribute to the lack of serious analysis in the second edition, but of them all, there is one that is more telling than any of the others when considering the loss of social content in the account given of economic value, and that is the fate of the ‘fourth peculiarity of the equivalent form’ as it is given in the first edition.
 In the first edition Marx lists four peculiarities, the final one of which is the ‘Fourth peculiarity of the equivalent form: the fetishism of the commodity form is more striking in the equivalent form than in the relative form of value’ (Dragstedt, 59). The four peculiarities are examined in the section entitled ‘The Equivalent Form’, which is section 3 of ‘I Simple Value Form’, and they are followed, after four more sub-headings, by ‘II Total or Expanded Value Form’, then by ‘III Universal Value Form’, and finally by ‘IV Money Form’. The point of giving these tedious details is to try to bring alive the fact that the fourth peculiarity is an integral part of an unfolding analytical structure that in the end constitutes a theory whose coherence, once demonstrated, casts illumination back on all its parts. Marx’s treatment of the fourth peculiarity achieves its insight and force from the place it occupies in this unfolding pattern of analysis of the relationships between useful things when they behave as commodities and bearers of exchange value. Outside this analytical structure, the fourth peculiarity, or fetishism, lacks a secure foundation and amounts to no more than an interesting and possibly important idea, which however is ungrounded and impressionistic.
 So Marx faces a problem in the second edition. He wants, on the one hand, to use the social content of the TCM, especially the bit about the fetishism of the commodity, because it is the intellectually and politically charged bit and he knows it. But, on the other hand, he wants to do it without bringing too sharply into focus any of the strains with the non-social and naturalistic Ricardian theory. At any rate, in the second edition he tears the fourth peculiarity out of its position in the theoretical structure of which it is part in the first edition, and presents it in isolation.  

It seems Marx sought to readjust the ‘balance’ between Ricardo’s piece of Newtonian science (as he seems to have regarded it), and his own small attempt (as he seems to have regarded it) to fill a philosophical lacuna in Ricardo’s theory. All the changes he made for the second edition seem to have been designed to avoid contradicting the impregnable scientific truth of the Ricardian theory. Another possibility is that Marx realised that the Ricardian theory was wrong but that he realized it too late to be able to make the correction, and this possibility needs to be considered. But there seems to be no evidence at all for this, which is just what you would expect even if it were true, because Marx would hardly have wanted to leave a paper trail exposing such a dissimulation. It is difficult to imagine that future scholarship will turn up evidence that would justify attributing such cynicism to someone of Marx’s character, though that is not enough to finally rule it out. On balance it seems that Marx simply rated Ricardo’s theory too highly, and his own too lowly.

In the second edition the fourth peculiarity is not included as part, even a semi-detached part, of the shriveled account of the TCM given in section 3. Rather it is made the quite separate content of the final fourth section of the revised chapter one, viz. section four on ‘The Fetishism of the Commodity and its Secret’ (Pelican 163), which is entirely new to the second edition. Treated in this way, as we have seen, all serious sense is lost of the connection that commodity fetishism has with the network of exchangeability relationships between useful things as commodities, the playing of social roles in those relationships, especially that of the equivalent, and the unpacking of those roles and relationships in the analysis of the forms of value, which is the constant thread running through the entire structure of the TCM. With the loss of that, Marx’s account of the concept of the fetish of the commodity loses most of the force and point that makes it so revealing of the deep foundation of the ideology of the market system, the reflex that makes it so difficult for people to get a firm grip on what is happening to them under the market system, and which provides economics with the main support for its bogus claim to be a universal science. In this way the treatment of the fetishism of the commodity in the second edition becomes vague and unanchored. Marx does not introduce it in its proper theoretical place because he is busy rowing back from the theory in which it has its place in order to suit the new priority given to Ricardo’s theory. So given that he wants to use it rather than drop it altogether, he is forced to present it in another way, and, as usual when he gets into this sort of hole, he resorts to description in a pseudo history, in place of explanation in a theory. This bad habit was seized upon and exaggerated enthusiastically by early adherents like Engels, Plekhanov, and Kautsky, who were intent on using Marx’s work and authority to construct the great theory of everything that came to be known as ‘Marxism’ or ‘Dialectical Materialism’, portraying Marx’s work primarily as a theory of history and a sociology of class (and only secondarily as a theory of physics, chemistry, maths, art, literature etc), rather than a critique of economic thought and the market system. This move went down well with progressive audiences in Edwardian times, which liked nothing better than a good theory of history especially one that was ‘materialist’, but today it does not have quite the same appeal. 

But still, by carefully managing the discussion, Marx is able to combine the two theories in a way that appears to provide a deeper and more social account of exchange value than the Ricardian theory of value on its own is capable of, and one that at least seems to do something to meet the main conceptual problem of the Ricardian theory, viz. how to show that useful things and the activities that make them can be homogeneous. The irony is that, having put himself to all this trouble, later generations of Marxians were usually happy enough to accept the Ricardian theory at its baldest anyway, and his efforts to do better than that went unappreciated, as they did by Meek and all those he spoke for. An even stranger irony is the fact that while holding the Ricardian theory, Marx also constructed the deepest critique ever made of it, the TCM. Stranger still, he then tried to combine the two. You couldn’t make it up. 

People in recent years have struggled with chapter one because they knew Marx’s so-called ‘theory of value’ had to be social, but they found it hard to see how the Ricardian theory of embodied labour time could be. Patrick Murray’s article ‘Marx’s “Truly Social” Labour Theory of Value’ is a case in point.
 Marx’s adherence to Ricardo’s theory effectively stymied the efforts of those who valued his work, to find the social theory they felt in their bones ought to be there. What seemed to be needed was a way of making Ricardo’s theory social. This was an insuperable obstacle, because Ricardo’s theory about exchange value is naturalistic, which is the opposite of social. Marx’s reason for attaching remnants of the TCM to the Ricardian theory in the second edition is presumably to try to make the Ricardian theory social. After 1859 or thereabouts Marx never returned to the simple and unalloyed Ricardian position he had held up until he wrote chapter one of the Contribution. In the notes on Bailey in notebook fifteen he deepened the social explanation of exchange value that he had roughly sketched out in the Contribution, and he went on to develop it over the next four years into the theory (TCM) that finally appears in chapter one of the first edition of Capital in 1867. But between the first edition and the second Marx seems to have come to recognize that the relation between the TCM and the Ricardian LTV was not one of straightforward compatibility.
 In the second edition, as he imposed the Ricardian theory as the main player in chapter one and removed the TCM from that position, he tried at the same time to make the Ricardian theory social by attaching to it disarticulated bits of the TCM. He clearly felt that pursuing his purpose, however he saw it, required suppressing the full statement of the TCM as a coherent theory that had appeared in the first edition, and that he could only use detached bits of it that might help to socialize the Ricardian theory without making difficulties for it. In doing this he mangled the TCM so badly that it never recovered. The theory has never been reconstructed from a reading of the second edition alone, or from any of the later editions that were all naturally based on the second and not on the first. Marx probably counted on the fact that no one reads a first edition once the author himself has issued a second. The upshot of all this was that Marx’s adherents were left in the awkward position of defending an essentially naturalistic position that they suspected or knew ought to be social. 

Furthermore, according to Ricardo’s theory, capitalism has a rational core inasmuch as it is a system of moving around embodied labour times. On Marx’s TCM, capitalism does not have this rationality. The exchange value of useful things, according to the TCM, is a social property that arises in ‘our traffic’ of buying and selling, and it does not have a rational core. The property of exchange value is given an independent existence by the institution of money, and the object of human activity under the market system is to amass as large amounts of it as possible through operations of the form M-C-M´. Things are made or done, including worthless and harmful things, if money can be made out of them, otherwise they are not made or done, however much they may be needed, or whatever the good they would do. Everything in life, not only the provision of useful things, but education, health, the arts, sport, and everything else, is made to serve this end of turning M into M´, regardless of the damage this may do to the real point of those activities and to the community. That is as rational as it gets. Marx’s work might have taken a more anti-market direction if he had stuck with the TCM. But he did not. It is Ricardo’s naturalism that prevails, and this is what has formed the tradition that has flowed out of Marx’s work. 

7. Marx without Ricardo

Fully recovering Marx’s TCM will have consequences. It will remove the apologetic implication, implicit in Ricardo’s naturalism, that capitalism has a rational core inasmuch as it is a system of moving around embodied labour times. It will also bring money nearer to the centre of attention. Marxian literature contains very little on money, and this seems astonishing until one reflects that in chapter one Marx himself has very little to say about the money form when he finally reaches it, - about half a page. This is not quite as surprising as it may seem either, because even in the first edition where the TCM gets a clearer run, Marx is inhibited at several important points from developing the TCM in quite obvious ways, and the reason in each case seems to be that doing so threatens to complicate the relationship with the Ricardian theory, and his treatment of money is one of these. Maybe this is being a bit hard on Marx, because it cannot be denied that the main current of economic thought has always treated money as secondary, and has never tried to give an account of money as money, as we noted earlier at the start of section 4. And even in the second edition, with all its limitations, Marx still managed to provide the elements of a basis for such an account in his theory of the form of value. So perhaps those most at fault here are the Marxists who have failed persistently to take up these ideas of Marx’s and make anything of them. Marx may have downplayed and confused the issue, but he did spell out the nature of the value relation and the value form.  It was Marxists economists who ignored this, and, even when it finally came to be recognized, it was Marxist philosophers who turned it into a piece of Hegelian esotericism. 
Marx not only sat on the analysis of the money form, but he also detached the analysis of capital from the analysis of money by putting it in Part Two, ‘The Transformation of Money into Capital’, and not connecting them up. The next form after the money form should surely have been the capital form, but to deal with it in that way would have added a further level of development to the TCM just when he wanted to rein it in so as to bolster the position of the Ricardian theory. He might not have put the sections on fetishism and the chapters on exchange and money in there just for the purpose of severing the connection between money and capital, but they have this effect. But again, it seems hard on Marx to saddle him with all the blame. After all this time the commentators should have sorted it out. The trouble is that Marx’s book came to be an object either of detestation or devotion, and the evaluations made of it, whether friendly or hostile, were conducted either with too much engagement or with too little detachment. 
Stripping Ricardo out creates new possibilities. It might make it possible for Marxians to get a deeper hold on what money is than the view that money is embodied gold-producing labour time, which is what Marx’s determined adherence to Ricardo leaves him with. It might make it possible, for instance, to say something more useful about derivatives, Collateralized Debt Obligations and the rest, than that they are ‘bubbles’, which is the best that the Ricardian theory can manage. But it will leave gaps too, some of them big ones. For instance, rejecting the Ricardian theory undermines the theory of surplus value as we know it, and that means that it will need reworking. Kay has tentatively suggested one possible direction of thought, viz. that a new basis might be found in M-C-M´ itself, because ‘it is reasonable to understand the origin of profits in the difference between two amounts of labour’, i.e. the amount producing commodities for capital and the amount producing wage-goods. But he adds that ‘it has to be recognized that the only measure for these amounts is money’, because the ‘idea that labour can be measured by anything except money is an illusion’.
 Though Kay does not cite it, this is essentially the account Marx gives in ‘Results of the Immediate Production Process’.
 But advantages as well as problems follow from dropping Ricardo. (1) The transformation problem arises from the Ricardian theory not from the TCM. Marx’s decision to conjoin the Ricardian theory with the TCM lands him with two sets of magnitudes, viz. embodied labour times (so-called ‘values’) and exchange values (or prices). The former arise in production, and so they come into existence before the latter, which arise in buying and selling. And since he holds that the former are the ‘substance’ of the latter, they need to be transformed into them. In the absence of the Ricardian theory and its labour times (‘values’), this transformation is not required. (2) Furthermore, without the Ricardian theory there is no longer any reason to struggle to maintain the impossible view that abstract labour is a kind of activity, and that it is measured in units of time, as all activities are, rather than in money. (3) And without the need to do that, there is no longer any need for the ridiculous attempts Marx makes to achieve the logically impossible by producing a reduction, in the natural realm rather than the social one, (mentioned above at the start of section 5) of heterogeneous activities to homogeneity, which he gives in the first edition (Dragstedt, 13-14) and repeated in the second (Pelican 134-35). 

Removing Ricardo from Marx’s work not only removes the apologetic implications, it also removes the most intractable conceptual problems Marxians have had had to live with in trying to defend Marx’s work in the form in which he bequeathed it to his successors. Again, the blame does not only lie with Marx. His successors could have tried to work it out and put it right. 
This article is preparation for a forthcoming book on Marx, the Commodity, and Money: The Evolution of Chapter One.  
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