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ABSTRACT

This article presents an interpretation of the Marxian theory of
value which deeply differs from the prevailing interpretation in which
Ricardo's and Marx's theories are seen as identical. In my view, value
is not linked to the mere embodiment of labor. Rather it refers to the
process of validation of private labor. Thus the emphasis is put, not on a
technological aspect - the difficulty of production -, but on the social
form in which the production decisions are made and sanctioned. This leads
me to argue that the Marxian theory of value should not be seen as a production
theory but that the creation of value is rooted in the interdependence of
production and circulation. In such a perspective money receives a central

place. Indeed, I defend the view that the theories of value and money must
 form & unique entity. They cannot be dissociated. The impact of these ele-
ments on the scope of relevance of the theory of value is examined. Particu-
lar attention is paid to the contradiction between two temporal orders, the
diachronic and the synchronic, end its effects on value regulation. Finally
the article introduces the notion of loss of value to point out the effects

either of failures in private initiatives or of obsolescence.



INTRODUCTION

This article, which synthetizes some of the ideas contained in a
forthcoming book 1, aims at inviting a change in the understanding of the
Marxian theory of value, which has prevailed in the Anglo-american literature
ever since the works of Dobb, Meek and Sweezy and until the recent contributions
by sraffian marxists 2. In a nutshell the main characteristic of this
interpretation is that for all practical purposes it mekes identical the con-
tent of the Marxian theory of value and that of the Ricardian theory. The
article, on the other hand, defends an interpretation in which the two

theories are radically different.

Three differences willl be advocated which all amount to a narrowing
of the scope of relevance of the theory of value. Firstly,I locate the
creation of value, not in production, but at the articulation of production
and circulation. Secondly, I argue that the theory of value simply does not
stand up without a theory of money and that this interconnection has important
consequences for the relationship between values and prices. A third and
less noticed difference flows from the consideration of the relationship
between two dimensions of time, which I call the synchronic and the diachronic
logic (or logical time versus historical time). On the one hand, the theory
of value, as I see it, provides a space of measurement which enables norms
of exchange, 1.e. prices, to emerge. But these norms derive from instantaneous
constraints, pertaining only to conditions prevailing at the point of exchange.
On the other hand, capitalism, more than any other system, involves irreversible
structural changes which have the effect of perpetually modifying the norms
of production and exchange. Therefore, the value regulation is always impeded
by the destructuring effects of the diachronic logic. This leads me to argue
that 1f the theory of value 1s about the definition of a situation of equi-
librium in a commodity system, it is pevertheless inherent to this system that
the equilibrium can never be reached, not only because of market imperfections
but also and mainly because of the effects of this irreversibility of histo-
rical time. The awareness of the interrelationship between the two logics
has important theoretical consequences. On the one hand, it invites new
assumptions and new syntheses for the investigation of capitalist regulation.
But, on the other hand, it suggests that some paths of research, which Marxian

theoricians have bread, may lead to a dead-end.
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Taken one by one, the ideas presented here are not entirely original,
Indeed this article is influenced by a line of thought which has mainly been
fostered by French authors, many of whom have published in the series
Interventions en économie politique (Benetti 1974 ; Benetti and Cartelier 1978 ;
Cartelier 1876 ; de Brunhoff 1977 and 1979 ; Deleplace 1979 ; Dostaler 1978 ;

H

Fradin 1873). Although these writers do not necessarily share the same
positive view, all of them question the Ricardian interpretation of Marx.

In the English-speaking tradition rather similar positions have been taken

by authors like Piling (1972) and Gerstein (1976). But my main source of
inspiration is Aglietta's work (1979 a and b ; 1980). 1In fact this essay could
partially be described as an effort toc make explicit the theory of value
contained in Aglietta's Theory of Capitalist Regulation and to present it in a

pedagogical way. Such a task 1s useful because this theory, despite the
central role it plays in the argument, is introduced in a rather condensed
and allusive manner. Consequently, as I learned from the use of this book
in graduate courses, many readers fail to grasp its full significance. On
the other hand, the article is more than just a summary or a review, because

it introduces a number of new elements.

It should also be indicated that the aim of the article is not to
trace the origin of the ideas, which it develops, back to Marx own writings.
It is not claimed that my interpretation of his ideas 1s the one and only
possible one. My feeling is rather that Marx’s writings are sometimes contra-
dictory which has as consequence that both Ricardians end "enti-ricardians" cen
find passages legitimating their own views in them. Furthermore, although this
article contains en implicit criticism of the way in which problems are
tackled by the Ricardian interpretation (indeed if one agrees with my proble-
matic, several of the main questions raised by this interpretation lose their
meaning), it does not aim to make this criticism explicit.

The article is composed of five sections. In the first one, I
will argue that commodity production is a specific social form and I defend
the view that the relevance of the theory of value is confined to this
social form and that the creation of value implies an articulation of produc-
tion and circulation. The second section examinesithe problem of the
relationship between the two time-structures and its effect on the process
of transfer of value. The third section advocates the principle that the
categories of money and value are indissociably interconnected. In the

fourth one I present some remarks about the relationship between value and
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prices. The final section deals with the effects of the lack of attainment
of the equilibrium situation. The concept of loss value is introduced to
designate the effects of failures either in the creation of value or in its
transfer, while the concept of profits and losses of circulation is
developed to designate the effects of the absence of a fully competitive

structure or of a discrepancy between supply and demand.



I. The commodity system

In the English tradition the Marxian labor theory of value is usually
defined as a production theory. Value is linked to the difficulty of produc-
tion or,in other words,to the average amount of labor required to produce a
given good. The field of relevance of the labor theory of value is boundless.
It aims at universal explanation. It is deemed relevant to pre-capitalist so-

cieties and also to capitalist or socialist ones.

The view defended here is different. The pertinence of the concept
of value is limited to the capitalist mode of production, seen as a system in
which the class structure takes the form of the wage relation and in which the
commodity is the predominant social form taken by the products of labor. This
view implies a narrower definition of the concept of commodity than the usual
one, which is simply characterized as the articulation of a use-value and
an exchange-value. Here the notion refers to a specific theoretical spacé,
membership of which depends on the social form in which production is effected
and not on physical criteria 3. What then is a commodity system ? It is a
particular system of allocatlon of the labor force of a society or 6f formation
of its socilal labor. The latter concept refers to the labor of society seen as
a "collective worker” and having to reproduce itself (i.e. the social structure
in which 1t consists) through an allocation of its labor force to several objects
of production. Social labor is a generic or univérsal category. One has thus to
distinguish between the specific forms through which it is constituted. The main
feature of the commodity system, in this respect; is that here social labor is
formed in an indirect way. Labor is first performed as private labor, initiated
by an independent decision. It is transformed into social labor through, and
only through, the sale of its product. When social labor is formed in this con-
text, it is called abstract labor, the adjective referring to the operation of
homogeneization or abstraction achieved by exchange on the market. Thus the
notion of abstract labor does not refer to labor in general as a universal cate-
gory. It simply means : social labor in the context of a commodity system. The

specificity of the latter can be approached in another way, by saying that its
main feature is the independence of the producers (-This term refers not to the



people performing the actual labor but the agents making the decisions

about what to produce, i.e. the capitalist class). In this context the creation
of valus 1s no longer just a technplegical process. It depends on social reco-
gnition by the market of a privately initiated allocation of the social labor

force. Thus the notion of value, rather than being linked to a mere smbodiment

of labor, refers to the validation of private labor. In this system there is a

dissociation between the sxpense of labor (or in the case of services, the mo-
bilisation of a labor force at the disposal of customers) and its validation.
A somersault has to be succesful. This implies that failure is possible. The
meaning of private labor is thus as follows. When capitalist units underteke priva-
te projects they are teking, so to speek, a debt-position towards society. They in-
tervene privately in the allocation of the society's labor force with the expectation
that their private choices will receive recognition social through the sale of
the commodities h. If this expectation meets with success, the debt is liqui-
dated. Value is created and an income is formed. They recover their capital
expenditures and get a profit. When the projects fails, however,the picture is
different. No creation of value occurs. As analysed by Aglietta :
"The lack of esale of the production and exploitation deficit signify
that the individual producer nust himself privately buy something that
soctety has not validated but whose expenditure has for him been ins-
cribed as a cost, since in order to produce these commodities without
soctal utility he has nevertheless withdrawn a part of the productive
force from society”. (1979 b : 17-18)
In this interpretation, the concept of value points to an articulation of produc-
tion and circulation. It cannot be seen as a production theory as in the Ricar-
dian interpretation, since in the case of absence of circulation, i.e. of sale,
there is no creation of value at all. The transformation of private labor into
social labor occurs only through exchange. On the other hand, howsver, it is
not a pure circulation theory because, once there is a sale and thus a creation
of value, the magnitude of value depends on the average conditions of production
prevailing at the point of exchange. Exchange creates value but production de-

termines the magnitude of value.

The commodity system thus appears as two-sided. On the one hand it is
anarchic. There is no explicit and authoritarian allocation of the social labor
force. But, on the other hand, thers must be some social cochesion, so as to en-
sure the reproduction of society. This occurs through a posteriori norms. The

theory of value is precisely about this whole process of indirect regulation.



Logically, the first question, which this theory has to settle, is the fol-
lowing one. In order to make commodity exchange possible, a theoretical space
of measurement must exist, so that the hetoregeneous products of private labor
can be transformed into equivalent categories. This is the "raison d’étre” of
value. It constitues a space of commensurability without which no relation of
equivalence could be established. Prior to any measurement, an abstraction must
be constructed. As said by Fradin :

"In order for the notion of a relation between two goods to make sen-
se, a real measure of goods must be defined (this is either made Zm—
plicitly or is openly admitted). This entirely transforms the notion

of economic object, as the notion of physical object is exploded by
the introduction of the mass as a unit of measurement" (1973 : III,T)

Thus value is a necessary category because it makes possible the transformation
of economic objects, i.e. heterogeneous realities, into commodities, i.e. pro-
ducts of abstract labor. All this is realized through exchange. As said by

Gerstein :
"here is8 no way to reduce obsexvable concrete labor to social abstract
labor in advance, outside of the market which actually effects the
reduction” (1976 : 250)

This reflection on the scope of the theory of value lsads us thus to point out
two limitations of the theory of value 3, ‘Firstly, in our view, it is only valid
for a particular type of system of organization of social labor : the commodity
system. The second limitation is more subtle. If we argue that value is crea-
ted at the articulation of production and circulation (in a commodity system],
then value refaers to a measurement whose validity is limited to the point of
exchange. In other words, value is an instantanqous measurement. The social
cohesion, which it backs up, is synchronic. The idea of an ever-existing value,
an "embedded" value, makes no sense. This second limitation has important theo-

retical consequences, which we will now examine.

II. The contradiction between the synchronic and diachronic logics

As just stated, in our conception the existence of value cannot but be fugi-
tive. But then, how are we to relate the different points of exchenge ? How can
an inter-temporal cohesion establish itself ? Several sub-questions are involved.
The first one refers to the fact that there must be a category whose function is
to overcome this caesura between the points of the time-sequence. In the next

section we will argue that it is precisely one of the two theoretical "raisons d'&tre”



of money. We thus leave this point for future treatment. The second question
refers to the way in which value,created in precedings cycles , may still inter-
vene in the production of current veius., This is the problem of the transfer
of value. It arises because there is no overlap between the length of the cycle
of production and exchange (if one makes the heroic assumption that a unique
one could exist) and the length of the process of utilization/destruction of

the means of production. This raises a very concrete problem for capitalist
units : the amortization of their expenditurss on constant capital. The third
problem involved is related to the second one, but, instead of concerning the
relation between past and present, it involves that between present and future -
Here the problem confronting capitalist units is that by making their decisions,
especially on investment, they commit themselves to making definite payements
while having only prospects of receipts. This uncertainty (in the sense of
Keynes ) is derived from two features which are related to the deep nature of
the capitalist system. The first one is the already stressed separation and
independence of the producers. The second one, to which we shall shortly come,
is the irreversibility of time, which capitalism bresds to a far greater extent
than any other mode of production (see Devillé 1980).

The problem of intsr-temporal cohesion would not be so crucial if time elap-
sed without change teking place or, in other words, if there was a constant re-
production of the norms of production and exchange. In this case, the principle
guiding the integration of past commitments would be rather simple. Let us as-
sume that the means of production retain the same efficiency all through their
life-time and that the latter is a multiple of the duration of the production
cycle of final commodities. Then, at each cycle, a part of the total value of
the machine will be transfered T to the value of the commodity, with the magni-
tude of the transfered value depending on the multiplying factor. At the end of
each cycle, the total value then consists of two components : value created (i.e.
the product of abstract or present labor) and value transfered (i.e. the product
of past reactualized social labor). Likewise, at each cycle the means of produc-
tion loses a fraction of ité initial value, so that in the end it is, from the
physical point of view, worn out and attains zero value, on the value axis. The
transfer of value thus sstablishes a system of communicating vessels between the
means of production and the final commodity. This achievesthe inter-temporal

cohesion, providing the relations of equivalence are Maintened over time. The



progressive drop in the value of the means of production, expressing their phy-
sical wear and tear, will be called depreciation. Its monetary counterpart is
amortization. At the end of the life-cycle of the machine the amount of money

put in the amortization fund should permit the purchase of a new machine.

Let us stress at this point that the transfer of value is not an automatic
process but a conditional one. As seen before, the expenditure of private la-
bor is not a sufficient condition for the creation of value. Likewise, it is
not because means of production are utilized that a transfer of value occurs.

The final commodities must therefore be sold. This sale effects two sanctions :
on the one hand, it validates private labor, and on the other it reactualizes
social labor, which has already been validated in the past. If these commodities
are not sold, the failure also becomes two-fold. It is at one and the same ti-
me a failure to validate and to transfer value.( Thus, strictly speaking, we
must dismiss the notlon of embedded value since it suggests that value can be

a permanent characteristic of commodities ).Both the creation of value and its
transfer are instantaneous processes. Means of production may preserve their
value either as long as they can be the object of a second-hand sale (this is
also the case for other commodities) or as long as they can be productively con-
sumed within an unchanging norm of production. But this preservation is condi-

tional since it depends on the occurence of the sale.

However, the notion of time underlying the preceding reasoning and charac-
terized by the absence of change, cannot be defended. The notion of time as ir-
reversible is more appropriate to capitalism than one of constant reproduction.
The paradox of the capitalist mode of production is that the maintenance of its
basic class relation, i.s. the wage relation, entails unceasing transformations.
These concern the norms of production (and if they change unevenly from one branch
to another, they modify the norms of equivalence), and also the creation of new
products and branches, the mode of consumption, the market structure, the inter-
vention of the State. The distinguishing feature of these processes is their
irreversibility. Once a change has been introduced, it is not possible to re-
turn to the previous situation. At the core of this constraint to change, cha-
racterizing so uniquely the capitalist mode of production, we should place nei-
ther the "animal spirits of entrepreneurs” as Keynesians would often say, nor

competition, as many Marxists would probably argue. Rather, following Aglietta,



we would locate the source of change in the wage relationship itself, i.e. the
class antagonism which is typical of the capitalist mode of production. "Progress"”
could thus be seen as the result of class confrontation.
"Technical progress is the essential modality of resolving the conflicts
which recur in production. It permits the capitalist management to
perpetually assert itself over the wage-earning class. Technical pro-
gress is thus indiseolubly a material transformation and a change in
the soctal relations established within production. It gsegments and
restructures the wage-earning class, incorporates and defuses wage
claims when they tend to become amplified and generalized. It destroys
or channels antagonisms by transforming the regulation of labor
and the organization of collective labor. Such is the source and the
orientation of innovation and the reason for its tnexhaustible charac—
ter within the wage relation. Such is the mistake of economists who
think that the origin of innovation lies solely in competition between
firms, and who have therefore announced the euthanesia of technical
progress as a result of the centralization of capital” (Aglietta, 1980:13)
Technical progress makes the norms of production more efficient. This impedes
the "normal” process of transfer of value. Let us assume that the value of a gi-
ven machine diminishes. This will change the norm of production. A series of
changes follows from this : the efficiency rises,the value transfered per unit of
product (and thus also the value of the final commodity) drops. In a context of
full competition, the endowment to the amortization fund per unit of product is
also lowered. This does not present a problem for those capitalist units which
bought the machine at the new price, corresponding to the new magnitude of value.
But it does for those which bought it at the old price : they cannot fully reco-
ver the expense incurred on purchasing it.-The same situation occurs when a new
machine, which is mors efficient, is introduced. As its use becomes generalized,
all units must adopt it in order to keep up with the new norm , even if the pre-
vious machine is not worn out. 1In both cases there is a drop in the value of
the means of production in addition to its depreciation. We call it a devalori-

zation . Its physical counterpart is obsolescence (as distinguished from wear).

The two logics, the inter-temporal one characterized by this unforeseeable
irreversibility and the synchronic one, interact in a very specific way. The
first one in fact impedes the full functioning of the second one. The relations
of equivalence have no reason to remain stable over timé. Furthermore, the fact
that new norms are always emerging does not allow the preceding ones to fully

impose themselves.



What is the theorstical conseguence of our argumént ? It does not deprive
the theory of value of all significance or consistency but it undoubtedly indi-
cates its limitations. These can be expressed in two ways. Firstly, the theo-
ry of value refers to one dimension of the functioning of the capitalist sys-
tem and cannot grasp the specificity of physical and structural changes brought
about by the development of capitalism. It points only to the invariant elements
of capitalism. For example, whatever the regime of accumulation. and the structural
position , the rate of profit may always be defined as dependent on the interac-
tion between the rate of surplus-value and the value-composition of cépital. To
express this in another way, one can state that the theory of value is an equili-
brium theory but that the achievement of equilibrium is totally out of rseach, not
because of market imperfections but because of the importence of the diachronic lo-
gic which perpetually mitigates the operation of the instenteneous norms. If, for us,
this disruptive logic does not dismiss the theory of value, it must however not be
overlooked., Its presence should influence the judgements that one could meke sbout the
interest of some topics of research, as for sxample simple and expanded reproduc-
tion. In the light of the preceding remarks, this becomes a very formal and aca-
demic question. Indeed by assuming the absence of change in the norms of produc-
tion and exchange,this theory is entirely disconnected with what, in our view,
constitutes the core of capitalist development. What is called growth in such
theory is the opposite of real capitalist dynamicé.

III. Money

Of course, every economic theory admits that money plays an important prac-
tical role in market economies. But they disagree on its theoretical place.
The most common view originated with Adam Smith. It is shared by both neo-classi-
cal economists and glcardians and also by such eminent Marxists as Dobb, Mesk and
Sweezy 9, Tt claims that market exchange does not essentially differ from bar-

ter. Certainly money facilitates exchanges, they would assert, but its presence
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is not theoretically required. The system could also function without money.
Thus, to use the well-known metaphor, money is a veil which must be 1lifted to
get to the real world. A dichotomy is set between the field of value (aiming
to explein the exchonge-ratios) and that of money. This is not at all the case

in our view, where both concepls a:< intrinsically linked.

For us the theory of value is incomplete without the initiroduction of money.
It simply does not stand up. Two reasons are advanced in defense of this thesis,
both being linked to instantaneous character of value. The first results from
a paradoxical feature of abstract labor, defined as the form taken by social la-
bor in a commodity system. Abstract lebor is considered as a theoretical catego-
ry permitting the commensurability between objects which are heterogeneous in all
respects, except for the fact that they are products of abstract labor. It is
said, as a first approximation which must be amended in the second stage of the
reasoning, that the exchange relationships between commodities depend on the amount
of abstract lebor which their production has required. But a problem arises : in
fact abstract labor seems not be gble to play its role in the allocation of the
social lsbor force and this for two reasons. Firstly, it is an invisible category
constructed only through reasoning. Secondly, it bears a real contradiction which
has already been pointed out by Marx in his Contribution to a Critique of Political
Economy 10. On the one hand, to say that ebstract labor serves as the foundation
of commensursbility and the basic criterion for determining exchanges ratios, im-

plies that it is logically anterior to exchange. But on the other hand, it is also
asserted that abstract labor and value are formed only when exchange actually occurs.
This implies that sbstract labor is logically posterior to exchange. Thus to accom~
plish its function, sbstract laebor must, firstly, have a visible and concrete subs-—
titute and, secondly, the latter must be such that it does not betrsy the paradoxi-
cal relation of abstract labor to exchange. This is exactly what money fundamen-
tally does. As far as the first aspect is concerned, it is an institutionalized
symbolisation of abstract labor 11. Money allows the private activities 1}0 form

a social coherence and the products of such activities to exist as commodities. It
is through their relationship with money that they can gain a social recognition.
With the introduction of nioney, the validation process receives a more concrete mea-
ning. Owners of meens of production can take whatever production initiative they

want,as long as they satisfy one condition,called the monetary constraint : their
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products must be sold, i.s. exchanged for money 12; Payment is the most funda-

mental rule of the game in a commodity system. Contractual engagements must be
fulfilled under pain of legal punishment.

As far as the second aspect is concerned, money contains precisely the paradoxi-
cal feature described above. It is at one and the same time an autonomous and

a dependent category. As an autonomous category, it pre-dates exchange and

is a locus of new impetus. But it is dependent because, ultimately, the moneta-
ry system is submitted to the requirements of commodity exchanges. Any monetary

impulse which does not gensrate a validation leads to correcting effects, whose

: 1
logic is to re-establish the submission of money to exchange 3.

The second reason for the necessity of money flows from the question
examined sarlier of the contradiction between synchronic and diachronic logic.

A diachronic category must exist in order to make possible the transition
from one set of norms to another. Again, this is exactly what the reconstitution

of the general equivalent permits, On the one hand, money secures the permanence

over time of the theoretical categories established in an instantaneous approach.
This enables sconomlc agents to make economic calculation over time 1h. On the
other hand, the variability of the general equivalent will express the transfor-
mation of the social norms. In other words, the intertemporal instability resul-
ting from technical progress is projected onto money. The following quotation from

‘Aglietta synthetizes the argument :

"Even though (in either classical or neo-classical orthodoxy) the price
system assumes a very different sense for each of these schools, it
always possesses the characteristic that it can only be defined in
relative terms and depends on the exogenous variable of the conditions
of production and exchange. Transition from one set of conditions to
another is totally wnintelligible here. Only the Marshallian school
has sought to tackle this problem with a typology of equilibria over
time. But for want of any support in an adequate theory of value, this
empirical approach cannot analyse the real historical process of irre—
versible transformations of the conditions of production. Only a theo-
ry of value for which the monetary form of price is not a disguise,

but rather the exclusive modality of homogenization of production ac—
tivities and the conditions of existence for exchange relations, can

go beyond the notion of a coherent system of relative prices. The
permanence over time of monetary prices makes it posstble to understand
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the incoherence over time of the price system as the characteristic

of any rezl dynamic - in other words, one that is irreversible and

radically wicectain for the individual economic agents caught up in

<t (1979a : 300).
To sum up,our view (which we agree is as unprovable as the counter-visw would be)’
is that money is not just a practical device aimsd at facilitating exchange.
Rather, its presence expresses a theoretical necessity. It is a category indis-

pensable to the working of value regulation.

Some further comments on the characteristics of money (as we see it, in a
way which is sometimes dissenting from "orthodox” Marxism) should be made. We
group them into three points.

1) The endorsement by a use-value of the role of general egquivalent occurs through
a process of exclusion. This has been well described by Marx. However it should
also be stressed that the opsration of attributing monetary status (monetization)
involves State intervention. This is the minimal economic intervention of the
State in a system otherwise characterized by its very absence. It bears mainly
on the following objects : the officialization of the choice of general equiva-
lent, the definition of the taxcnimic system of monetary subdivisions, and in the
case where money has a physical support, the definition of the correspondence be-
tween the monetary pivotal unit and the physical one.

2) It should be specified that one must not confuse money with its physical sup-
port. For example it is a mistake to say that gold is money. The metal itself
never constitutes money. The latter is an institutionalized system of denomina-
tion which can, but must no, be affixed on a material basis. In other words, mo-
ney is a social relationship, originating in the process of monetization, and not
a physical reality . Although many Marxian will probably agree on the princi-
ple, in practice confusions arise quite often. For instance, if money is a sign
affixed on an object and not the object, then changes affecting the object do not
necessarily have an impact on the sign. If the productivity of gold extraction
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rises, this may affect the exchange value of the monetary unit but this is

not necessary, because the physical modification can be exactly compensated

by opposite modifications in the definition of the corréspondence between the
monetary and the physical units.

3) As already stated, as we understand it, the notion of value is linked to

the process of validation of private labor rather than to the expense of la-
bor. This has one effect for the theoretical status of money : it can no

longer be sald, as Marx used to say,that money has a value (and inasmuch as the
scopes of relevance of the concepts of value and commodity overlap, that it is

a commodity). Our assertion is simple to state. We would link the notion of
validation to the possibility of non-validation. It cannot be an automatic,
guaranteed operation. Now this is exactly what is going on with money. Since
it is the institutionalized representation of abstract labor, validation is not
a challenge to it. The production of money never faces problems of outlet.
Money is always exchanged, even at a varying rate 15 . Marx had already demons-
trated that money could not have a price. If one now accepts that it has no va-
lue, 1t retains only one of the three features abscribed to commodities : an ex-

change value.

IV.The articulation of the concepts of value and price

When validation of private labor occurs, only one thing is observable : a
given use-value is sold at a certain price, called the actual or market price.
But in order to explain the magnitude of the latter, a series of interconnected
concepts, which have no direct observable counterparts, must be constructed.

One feature of the Marxian theory of price, as we see it, is that it does in-
deed develop a conceptual framework which is far more complex than that of or-
thodox economics. The concepts of value, exchange value and price, which in
other paradigms are used as synonyms, are here each given a very distinct mea-
ning. Furthermore, the notion of price is considered a generic one, which must
be broken down into several different forms. In this section, these definitions

and distinctions are briefly recalled.

Eirst, we must comment on the:. meaning of the notion of price. In neo-clas-
sical and Ricardien paradigms, when one speaks of price, it is understood
that one refers to & so-called rélative price. It expresses the equiva-
lence ratio between physical units of different goods. It is a "real” ratio.
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As this is also the definition of the exchange value, the two notions are thus
identical. This amounts to an expulsion of money. To reintroduce it, one has
to specify by adding the adjective "monetary” or "nominal” te the term "price”.
On the contrary, in our approach, when we use the notion of price, we
always mean monetary price, so that the adjective is, in fact, redundant. The
notion of price refers to one out of all the possible expressions of the
exchange-value of a commodity : that in which it is expressed in terms of mone-
tary units, This difference in meaning is not Just a question of convention.
It goes back to a radical difference in the role attributed to money. In the
canventional view money is exogeneous. The relative equilibrium prices are
determined independently of any monetary condition.In our approach,on the contra-
ry the real economy is first and above all a monetary economy. Money is what ma-
kes prices exist. It is logical precondition for the construction of the concept
of price. As de Brunhoff puts it :
"Money is not added afterwards to a non-monetary economy. It necessa-
rily confronts the commodity, so permitting it to eaxpress ite value'

(1979 : 47)
This remark being mads, we can now examine the articulation between value and

price ! . These two notions are intrinsically linked, since they refer to the
same process, i.e. the validation of private labor. The creation of value, the
ssttlement of the effective price and the formation of the seller’s income can-
not but occur at one and the same time. Value 1s a concept which does not prsetend
to be observable. It expresses itself only through the mediation of pricse. To
speak of a value existing in itself, independently of its expression in a prics,
makes no sense in our conception ! . The two concepts can only be separated in
intellsctual reasoning. It can then be specified that value refers to a founda-
tion aspect and price to a phenomenal one. To borrow philosophical language,
their relation is one of "dissimulation-manifestation”. On the one hand, the
price hides the value, since in the sphere of what is observable, it fills all -
the space. 0On the other hand, however, the price indicates the value, since
questioning the nature and possibility of the price leads to the construction of

the concept of valus.

These qualitative considerations have, of course, quantitative consequences.
They must be examined at two levels, a macro-one refering to the whole of social
production and a micro-one dealing with particular commodities. We shall start
with the former. Let us assume a very abstract closed commodity system in which,

firstly, all products of labor take the form of commodities
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(i.e. there is only productive labor) and, secondly, there is no rent on
natural ressources. If the velocity of circulation is equal to one, an assumption
that we will make for the sake of ease, the quantity of money in circulation equal
the total sales or incomes, i.e. the sum of prices. At this abstract level of a
pure commodity system, there is a strict correspondence between the sum of prices
and that of value. Indsed ip such a situation no income can be formed except by
the creation or transfer of value. Thus the total income is the monetary form
of total social labor and its division among the different agents reflects their
claims about the sharing of the total product of social labor. Following Bullock
and Yaffe, one can state :

"Tt g quite impossible for total prices to express anything other than

total value"” (1975 : 1k).
This relation must not however be misinterpreted. The concepts of value and pri-
ce bélong to different theoretical spaces. As a result mathematical operations
mixing them in the same equations make no sense. Unfortunately this is rarely
noticed and most people, following Marx in this error, seem to assume that these
operations are epistemologically legitimate. They say, for example, that a quan-
tity of value 1s bigger than a quantity of price or that the sum of values could
be bigger, smaller or equal to the sum of prices. This cannot be accepted. Only
an overall quantitative link can be brought in, through the concept of the

monetary expression of soclal labor time (in abbreviation : ME)

Sum of prices

ME = Sum of values

It indicates how many monetary units the quantum of total social labor (value cre-

ated and transfered) is equivalent t018

In our closed abstract system the di-
mension of the space of prices, i.e. the sum of prices, can change through only
two channels : either there is a change in the dimension of the space of value,
i.e. in the total value produced (created and transfered) or there is a change in

the M 19,

We can now turn to the relationship between value and price with respect to
particular commodities. Firstly, the epistemological remark made above must be
repeated. No arithmetical operations can be made which would mix values and pri-
ces in the same equations. However there exists one possibility that the same

numbers would describe both the magnitude of value and that of price. It would
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be the case if the following four conditions were assumed (without furthermore

forgetting our more general assumptions) :

1) ME = 1

2} the different branches have the same organic composition of capital;

3) for all commodities receiving validation, at the supply price the quantities
demanded and supplied are equal.

4) absence of market power.

The magnitudes of value and of price would then be designated by the same figures.
If the ME was not equal to one 20 put the three other conditions were realized,
there would remain a perfect correspondence between the divisions of the two spa-
ces, althouth different figures would now be affixed on velue and price magnitu-
des. Thus the first condition is not necessary for the correspondence between
value and price. It Just adds a numerical identity. When the thrse other con-
ditions are realized, the price of a commodity is determined1exc1usively by its
value. This magnitude of price is called the simple price , because it expres-

ses simply and solely the magnitude of value, without any deviation.

But these three.conditlons are not defensible. So the reasoning cannot bs
stopped here. The effect of abandoning the first one, i.e. to allow inequalities
of organic compositions of capital, leads to a modification of the squilibrium
price, from the simple price to the price of production. The latter refers to a
magnitude of price deviating from the simple price by an amount which is such
that the same rate of profit would prevail in all branches 2. The new situation
of equilibrium would imply that the actual prices coincide with the prices of
production. Again this can be observed only indirectly : if there was equilibrium
all branches would exhibit the same rate of profit. Thus the actual inequalities
in profitability indicate how far from the equilibrium point the economy is. In
our conception, which focuses on irreversibility of time and on the perpetual re-
modelling of the norms of production and exchange as well as of the boundaries of
the branches, it is not at all surprising that this state is never achieved. It
is the opposite which would be ... Relaxing the other two conditions opens the
way for these disruptive effects. The permanent desequilibrium between supply

and demand, the shifts towards new products, the market structures, the
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possible interventions of the state all intervene to create gaps between the ef-
fective prices and the equilibrium magnitudes 2% We cannot enter into these
questions here. Let us just emphasize that these shifts concern an internal re-
allocation within the space of prices, whithout implying a change in its ove-
rall size insofar as they are not accompanied by a modification of the ME or of
the total production of value. In other words, the sum of simple prices must
equal the sum of prices of production as well as that of actual prices. The
articulation between value and price and the subdivision of the latter concept
into its different logical forms can be illustrated in a simple diagram descri-
bing the situation of a commodity system in which, through an arbitrary choice
of ours, there exist four types of commodities, A, B, C, D, having values of

4, 3, 2, 1 respectively. The ME is defined as equal to 1. A full validation is
assumed but the organic compositions of capital are supposed to differ, so that
the brices of production deviate from the simple prices. Furthermore it is as-
sumed that some unexplained market situation make the actual prices deviate

in turn, from the prices of production.

To conclude this section on the articulation between value and price it may

be useful to address to the more fundamental question of the object of the

theory of value. Again,in other paradigms this problem is rather easily set.
The aim of the theory of value is to explain the level, if not of effective pri-

ces, at least of the long-term equilibrium prices. In the Marxian approach

things are more complex because the theory develops at the same time on two dif-
ferent levels. On the one hand, it aims to understand the deep nature of the com-
modity system. The questions tackled in this respect are : how can cne explain
the formation of social cohesion in a system in which all production decisions

are private ? In other words, what are the conditions of possibility of the func-
tioning of a system in which the products take thé form of commodities ? To ans-
wer these questions a network of concepts is constructed, which allegedly refer

to categories functioning 1in reality, even if, for part of them, it is at an in-
visible level. Value lies at the core of this network but it cannot be separated
from the other concepts which are connected to it. But, on the other hand, the
theory of value evidently also deals with the narrower gquestion of price determi-
nation, as do the other theories. However, in this respect, it is less ambitious
than the Ricardian theory. As we see it, it does not assert that equilibrium pri-

ces are explicable only in terms of the socially necessary labor, i.e. by excluding
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circulation factors. Indeed if they coincide with prices of production, their ex-
planation requires something else than value sensu strictu. So we would state

that, with respect to particular commodities, the theory of value does not aim

at fully (or exclusively) explaining their egquilibrium prices and exchange-values but
rather that it is a theory of the foundation of prices. We therefore defend the

view that value is a logically indispensable feature in the formation of prices but
not that it is the only factor explaining long-term exchange ratios, as Ricardo

hoped to demonstrate.

V. The failures of private initiatives

It is inherent to the idea of private initiative that it bears risks and
that these cannot meet with success every time, nor for every decision-maker.
Two fypes of fallure, which are qualitatively different, must be distinguished.
The first concerns those cases in which there is validation but at a rate which
is not the equilibrium one. Their common consequence is to lead to what we will

call circulation profits and circulation losses. The second type of failure re-

fers to cases of losses of value, inducing a shrinkage of both the spaces of va-
luss and of prices. This type can, in turn, take two forms : either a lack of

sale or a devalorization. Let us study them successively.

Profits and losses of circulation derive from the lack of full realization of the
norms of exchange. They occur as soon as there is either a situation of market
power.or a desequilibrium at the supply price (which at the equilibrium would cor-
}espond to the price of production) between supplied and demanded quantities.
These situations lead to transfer of income from some agents to others. If the
seller 1s in a position of strength, he will be able to impose a premium on the
equilibrium price. If the buyers are in such a position, they will be able to
lower the price. The specific nature of these transfers is that they are cancel-
led out on the global level, since the circulation profits of some are by defini-
tion the losses of others. The sum of both amounts to zero. Moreover these
transfers do not affect the size of the spacesof values and prices (to the extent

that the factors causing transfers do not at once lead to losses of value). They just
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generate a change in the internal division of the space of prices, by modifying
the actual exchange-ratios among commodities (cfr diagram 1).

However this compensation occurs only at the global level and not among the
several sub-sets of relations into which the global set of exchanges can be di-
vided. This leads to an important consequence. Let us divide the global set in-
to two categories, the first grouping the exchanges among capitalist units, and
the second those occuring between capital units and the wage-earning class, whe-
ther they involve the sale of the labor force or the purchasing of commodities
by wage-earners., If there is no complete compensation within the sub-set formed

by capital/labor relations, an inter-classes trensfer of income occurs. It modi-

fies the magnitude of the total mass of profit available for accumulation and for
consumption by capitalists. If the market power favours the capitalist class,
two consequences ensue. On the one hand, the average wage will not allow fulfil-
ment of the norm of consumption and, on the other hand, the total mass of profit
available for accumulation will consist of two components : profit stemming from
surplus-value and inter-classes profit of circulation to the benefit of capital.

If the market situation is the other way round, then the outcome is also reversed.

2) Losses of value

As stated above, they flow from two sources : the lack of sale or the devalorisa-
tion of the means of production. The first is due to mistaken choices of produc-
tion. Some private initiative has been taken, the product of which fails to

find an outlet (either partially or totally). Thus no validation or creation of
value occurs. The effective size of the space of the values (and also, ceteris
paribus, that of the space of prices) is smaller than what it could have been.
The notion of loss of value must be understood, not in the sense of a substrac-
tion from an existing amount of value, but as a non-actualization of something po-
tential., Besides this lack of validation of private or present labor, the absen-
ce of sale brings about another consequence, namely a failure in the transfer of
value from the means of production to the final commodity. Both the expense of
private labor and the utilization of the machines appeaf a posteriori to be the

wrong choice and a waste.

The loss of value caused by devalorisation could theoretically occur even
when the production is sold in its entirety and there is a full validation.

Again it involves a mistake but it appears as such only later on. A priori
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it was unpredictable. A choice which commits a firm for a certain period,

and vhich was rational at the time it was made, turns out later on to be

a mistake because a technical progress modifying the norms of production has
emerged. Its result is, as noted above, a devalorization, i.e. a brutal drop in
the value of the means of production beyond what they depreciated. It genera-
tes an incapacity to transfer integrally the amount of value created in
preceding periods and which would have been reactualizable if there had be

no technical progress, Table 1 (p.22) synthetizes the possibles out-

comes 1n terms of fallure or success of the transfer process, resulting from the

utilization of means of production.

In contrast with the cases of losses of circulation, losses of value are
not compensated. Whatever their form, lack of sale or devalorization, they
always represents a waste in the allocation of the social labor force of a com-
modify society. It is the "price” paid for the social way in which social co-
hesion is formed in this type of society 2h. It generates a decline in overall
income & and social production with respect to the potential amounts which could
have be obtained without these errors. The losses of value have to be supported
by some agents in the form of a decline in their income. In a social context
characterized both by full competition and by a certain stage of development of
the monetary system, the sanction of the loss of value falls on the capitalist
units which initiated the failed project or which are the victims of obsolescence.
In another context, however, this sanction can be transfered to other agents. But
somebody has to bear the cost. The sanction cannot be leviated. The effects of the
different forms of losses of value in the case of a constancy of the ME are illus-

trated in diagram 2 (p. 23).

All these different types of losses can be labelled "dysfonctionalities" of
the system, since they indicate a lack of achievement of the equilibrium situation.
But at the same time, as argued earlier, they are inherent to its functioning.

What varies with the business cycle and the structural evolution is their relative

amount and the way in which they are absorbed. Here, we have described them se-
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DIAGRAM 2. A diagramatic example of losses of value

3 value or income created
wzza value transfered or amortized portion of total income

£ loss of value or of income

I. Situation with full-validation and without devalorization

A B C D
SPACES OF 4 iz 7R SPACE OF
VALUES VALUES
Total value : 14 —_l
created value : 10
transfered value : 4 ME=1

loss of value . 0

)
SPACE OF Z g Z SPACE OF

PRICES Total income : 14 PRICES
created income : 10
transfered income : 4
loss of income : O

II.Situation without full-validation (commodity D is not soldﬂ

/W 1oss o vel
¢L-——-———-——-—— oss of valuse
tld ez Z resulting from
Total value : 12 the absence of
created value : 9 creation of value.
transfered value : 3 ME=1

loss of value :

2 \\\1033 of value

B __J resulting from the

% % @ r R absence of transfer
of value

Total income :

created income : 9 loss of income

transfered income : 3 resulting from the

loss of income : 2 absence of creation
of value

loss of income resul-
ting from the absence
of transfer of value

III. Situation with devalorizatiod*(all the meansof production lose the

A B ¢ phalf of their value)

A P - i
- £ 1 j I
Total value : 12 lossses of value
created value : 10 resulting from the
transfered value : 2 ME=1 devalorization

loss of value ¢ 2
A B

e /‘\—’\—’\’——‘;\———\f—P-«
77 /N /N /A R
1 T 1 D

Total income : 12 loss of income
created income : 10 resulting from the
transfered income : 2 devalorization

loss of income : 2

*it is supposed that there is no devalerization
**it is supposed that there is full validation
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parately but , of course, thsy are interwined, with the one generating the others.
For instance, a profit of circulation occuring on one market can diminish the
purchasing power creating the effective demand on other markets, so that these

would consequently experience either a lack of sale or losses of circulation.

The notions of circulation profits and losses of value are of central impor-
tance to the understanding of the working of capitalist economies. Unfortunate-
ly they are not given the attention they deserve. This neglect is due to the
fact that the Marxian analysis is usually developped in terms of static equili-
brium. The mechanism of determination of equilibrium prices is almost always
demonstrated in the case of full validation of private labor and of absence of
obsolescence. Consequently the fact that equilibrium is never reached is forgot-
ten by many Marxian analysts, So what we understand as their concern for peda-
gogy, leads to the loss of two main features of the system which they claim to
study : firstly, the fact that the way in which social cohesion is formed in a
commodity society unavoidably leads to market failures. Secondly, the idea that
the concept of time appropriate to capitalism is that of irreversibility, which
leads to the consequence that the norms of production and exchange are perpetual-
ly shifting and can never fully impose themselves. Surely the definition of the
equilibrium situstion is a necessary step in the theorstical reasoning but it
cannot be the end of the analysis. One has to go on to integrate the elements
which are at work as destructuring forces and to investigate their effects on the
invariant basic ratios which underlie the wage relation, namely the rate of

surplus-value, the valus-composition of capital and the rate of profit.

Louvain-La-Neuve, june 1980.
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NOTES

For the moment it exists only in the form of working-papers. Cfr M. De Vroey,
Travail abstrait, valeur et marchandise. Une réinterprétation de la théorie
de la valeur de Marx, 1ere partie : les concepts de travail abstrait et de
marchandise, Cahiers de 1'université de Montréal, n°® 7912; 2éme partie : la
valeur dans un systéme formé exclusivement de marchandises WDrking Paper de

1'Institut des Sciences Economigues de 1'Université de Louvain, n® 7915.
Cfr M. Dobb, Theories of Value and Distribution since Adam Smith; R. Meek,Studies

in the Labor Theory of Velue; P. Sweezy, The Theory of Capitalist Development'

I. Steedmen, Marx after Sraffa.

To quote Aglietta : "There are no use-values which are commodities by nature,
nor others which are not. The commodity is a social relation of exchange.

It can well happen, therefore, that certain use-values that are not commodi-
ties under certain types of labour process and certain evolutionary logics
of the mode of consumption become so at other periods in capitalist develop-
ment” A Theory of Capitalist Regulation, p. 18B.

A distinction must be made between the act of validation which is a yes or no
process and the rate at which it occurs. 4s will be developed later on,it can be
the equilibrium rate (when the effective price coincides with the equilibrium
price) or not (when it does not do so).

A third one, which is not considered here, deals with the distinction between
productive and unproductive labor.

We have here an important meeting point between Marx, as we read him, and
Keynes, as read by the "Post-Keynesian school”. Cfr. H.P. Minsky, John Maynard
Keynes; P. Davidson, Money and the Real World; A.Eichner, A Guide to Post-
Keynesian Economics.
In our conception, the notion of transfer of value refers to a time-dimension
(transfer from one period to another) and not to a synchronic displacement
from one agent to another.

The notion of devalorization is of the utmost importance for the understanding
of capitalist regulstion. It can for instance be argued that the way in which
the loss of value, which is linked to it, is financed and absorbed in a regime
of intensive accumulation, is precisely the main reason for thes presence of
creeping inflation. Cfr. M. Aglietta, A Theory of Capitalist Regulation and
my study "The Loglc of Inflation in a Regime of Intensive Accumulation”.

But not by "post-keynesians".

"Les travaux individuels, qui se manifestent dans les valeurs d'usage particu-
lidres, ne deviennent (...) du traveil soclal gqu'en s'échangeant réellement
entre eux (...). Le temps de travail social n'existe pour ainsi dire qu'a
1'étst latent dans ces marchandises et il ne se révéle que dans leur procés d'é-~
change. Le point de départ n'est pas le travail des individus sous forme de
travail collectif, mais au contraire les travaux particuliers de personnes
privées, travaux qui dans le proces d'échange seulement se révelent.travail
social général en perdant leur caractére primitif. Le travail social général
n'est donc pas une condition préte d'avance sous cette forme, mais un résultat
auquel on aboutit. D'od cette nouvelle difficulté que, d'une part, les mar-
chandises doivent entrer dans le procés d'échange comme temps de travail géné-
ral matérialisé et que, d'autre part, la matérialisation du temps de travail
des individus comme temps de travail général n'est elle-méme que le résultat
du procés d'échange” in K..Marx, Contribution & une critique de 1'économie po-
litique, pp. 23-24,

This is the reason why its fetishization is not a "mirage"”.

It should be added that,in order to stay in competition they must sale at a
price providing them the average rate of profit of their branch.
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This question is examined in depth in our study "The Logic of Inflation in a
Regime of Intensive Accumulation”.

This was well perceived by Keynes, who wrote "the importence of money essential-
ly flows from it being a link between the present and the futur" The General
Theory, p. 293. o ) ‘

This assertion is valid only if one discards the existence of what we will

call "pseudo-money”, privately issued. This is examined in our study "The Lo-
gic of Inflation «+.”.

Not much attention will be given here to the third notion of the triad, that
of exchange value. Let us just say that it cannot be confused with the price
(exchange-value is a general concept, this implying that in the formation of
an exchange ratio the referent may be whatever other commodity; the price is
one exchange-value in which money plays the role of the referent) neither with
value (value is an absolute magnitude while exchange value is a ratio; value
is logically anterior to exchange-value; finally value and exchange-value must
not necessarily evolve concomitantly).

Therefore, strictly speaking, there cannot be a problem of "transformation of
values into prices” since value is always and immediately transformed into
prices. What the so-called transformation problem is really about is the
transition from simple or direct prices into prices of production.

If ME = 1, the same figures apply to the sum of values and the sum of prices.
But this numeric equality between non-commensurable magnitudes cannot be consi-
dered as a meanful result. It just follows from a particular assumption

about the magnitude of ME.

The factors explaining changes in the magnitude of the ME are investigated in
our study "The Logic of Inflation .,.”, Let us just note here that the quanti-
tative evolution of ME does not alter the qualitaetive role of money. For ins-
tance, if it doubles, this means that one monetary unit represents only half
the fraction of total value that it used to do. But the status of money as

the institutionalized symbol of abstract labor does not change as a consequence
of this shift.

There is no reason that it would be, except that it facilitates the construc-
tion of examples (but at the same time it may help to bring about the denoun-
ced confusion).

The notion of simple price can be found in Bullock and Yaffe's article,
"Inflation, the Crisis and the Post-War Boom” p. 15. It corresponds to
Shaik's "direct price”. Cfr A. Shaik "Marx's Theory of Value and the .
"Transformation Problem” in J. Schwartz ed. The Subtle Anatomy of Capi-
talism.

In this operation a difference in the rate of profit arises, compared to
what it would have been if simple prices were the actual prices of equi-
1ibrium. Cfr. our study, Travail abstrait, valeur et marchandise, second
part, p. 156.

All these deviations refer to logical steps, the real process being ins-
tantaneous.
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(24) In & centralized system of allocation a waste of resources is also likely
to ocour, but by definition it could not take the same form.

(25) If these is a drop in the size of ths space of values with a constancy of the
ME, the size of the space of prices also lowers. Then we have a drop in the
"nominal income”. If the drop in overall value is accompanied by a rise of
the ME, the sum of prices can remain constant or even encrease but there is
a decrease in the "real income”.

(26) It is not because the sale succeeds and there is thus a trensfer and a valida-
tion, that the whole resulting income will accrue to the saler. Indead pro-
fits and losses of circulation may change the distribution of total income
among the agents so that some get a larger part and others a smaller one. It

is just the overall size of income which is determined by the amount of produ-
ced value and by the ME.
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