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The Production of “Internal Inconsistencies” by Means of Simultaneous Valuation

Andrew Kliman

Most Marxist and anti-Marxist economists say that Marx’s theories of value, profit, and economic crisis have been proven to be self-contradictory.  It is therefore impossible to accept his theories in their original form.  They thus conclude that Marx’s own analysis of capitalist production does not deserve even to be discussed or taught as a living theory.  If his analysis contradicts itself, it ultimately doesn’t make sense, so it cannot possibly be right –– even though the facts may seem to support Marx and his arguments may seem convincing.  The alleged proofs of self-contradiction thus serve as a powerful justification for the near-total exclusion of Marx’s critique of political economy, in its original form, from classrooms and journals.

Nonetheless, Marx’s Marxist and Sraffian critics portray themselves as his inheritors.  They claim to “correct” his errors –– that is, to reach essentially the same conclusions that Marx reached, but in a logically acceptable way.  For instance, Riccardo Bellofiore (1997:2) writes that “Marx’s project cannot be defended as it stands, … the contradictions on which the critics have insisted are really there in Capital.  [… Yet the] “core” in his critique of political economy … can be reestablished on a sounder theoretical basis.” Gary Mongiovi (2001:3) argues similarly that “Marx’s errors … can be eliminated by a slight revision of the form in which his theory … is presented, without undermining any of his basic propositions about how capitalism functions and … develops through history.”

These claims are untrue.  There are many different so-called corrections, but all of them contradict and undermine many of Marx’s most important theoretical results.   They contradict and undermine his results because they are simultaneist.  That is, they employ a procedure known as simultaneous valuation, which is incompatible with the principle upon which Marx’s value theory is based, the principle that value is determined by labor-time.  The proofs of self-contradiction in Marx are false for the same reason.  His apparent self-contradictions just disappear once one stops valuing things simultaneously, as the temporal single-system interpretation shows. 

Simultaneous valuation is the act of suppressing changes in the price, or value, of commodities over time.  Consider the production of corn by means of corn and labor.  Simultaneist theorists stipulate that a quarter of seed corn, planted at the start of the year, is worth exactly as much as a quarter of corn harvested at the end.  If the seed corn is worth €5, the corn output must also be worth exactly €5.  The farmworkers may have had to toil 1000 hours in order to produce it, or only 10 hours –– or not at all!  It makes no difference; the value of the corn output cannot rise above nor fall below the value of the seed corn.  Clearly, this notion contradicts the principle that value is determined by labor-time.  Under simultaneism, the corn’s value simply does not depend in any meaningful sense on the amount of labor required for its production.  

Putting the same point differently, simultaneous valuation in effect prevents changes in productivity from affecting the price, or value, of corn.  Contrast this to the real world:  when productivity rises –– when the same amount of labor produces more corn ​​–– the price of corn tends to fall.  This simple fact is the core of Marx’s theory –– a theory that Ernesto Screpanti (2002) and other proponents of simultaneism say is “metaphysical” –– that value is determined by labor-time.  But we don’t need a Marx to tell us that productivity increases tend to lower the price of corn; every farmer knows that he can get a higher price for a quarter of his corn after a bad harvest than after a good one.  Simultaneism, however, tells us that the corn output can never be worth more or less than the corn input.

Of course, no one actually believes that prices remain constant over time in the real world.  Nevertheless, when Marx’s critics try to prove him guilty of self-contradiction and correct him, they invariably and necessarily resort to simultaneous valuation.  When his theoretical results contradict the results they obtain by valuing everything simultaneously, they pronounce him guilty of error or self-contradiction.

The most important of Marx’s results that the alleged simultaneist corrections undermine is his “law of the tendential fall in the profit rate.”  Marx argued that when companies introduce more productive, labor-saving, innovations in the workplace, this will necessarily tend to lower the economy-wide average profit rate.   He called this “in every respect the most important law of modern political economy” (Marx 1973:748).  It lies at the center of his contention that economic crises are inevitable and unavoidable under capitalism. 

Yet all of the simultaneist “corrections” of Marx imply that this law is false; productivity-enhancing innovations will necessarily tend to raise, not lower, the average profit rate.   To see why, let’s return to the corn example.  

Imagine that the capitalist farmers invest 10 quarters of corn at the start of the year, to use as seed and to pay wages, while 11 quarters of corn are harvested at year’s end.  If we value the investment and the output simultaneously –– that is, force them to have the same price per quarter –– then the 11 quarters of output must be worth exactly 10% more than the 10 quarters that were invested initially.  So the rate of profit must equal 10%.   The rate of profit is identical to the rate of increase in corn, the 10% difference between the corn produced and the corn invested.  This will always be the case.  

Thus, if productivity rises –– if, next year, the same investment yields 12 quarters of output instead of 11, the simultaneist profit rate is now 20%, not 10%.  And if, the year after, the same investment yields 13 quarters of corn output, the profit rate rises to 30%.   So Marx’s law seems to be false.

Yet the moment we exit the world of simultaneous valuation, and re-enter the real world, Marx’s law seems quite reasonable.  His simultaneist critics are right that productivity increases raise physical output in relation to physical input, but there is an offsetting effect that simultaneism suppresses:  the same productivity increases tend to reduce prices.  If the price of corn is determined by labor-time –– if it tends to fall as productivity rises –– then the 13 quarters of output of the 3rd year, when productivity is greater, may be worth less than the 12 quarters of output of the 2nd year, which in turn may be worth less than the 11 quarters of output of the 1st year.  If the output price falls enough, and keeps falling, in relation to the input price –– or even if the rate of inflation keeps falling; prices need not actually fall –– then the real-world rate of profit may fall continually, even as the physical profit rate of simultaneism continually rises.
  This quite obvious point is sufficient to disprove the so-called Okishio theorem, which supposedly refuted Marx’s law of the falling profit rate, the core of his theory of capitalist crisis.

Another very important result of Marx’s that all of the simultaneist corrections negate and undermine is his theory that all profit comes from the surplus labor of workers.   Some simultaneist interpretations of Marx’s theory supposedly “solve the transformation problem” by confirming his conclusions that aggregate price and profit equal aggregate value and surplus-value.  But these interpretations, too, contract his theory that all profit comes from the surplus labor.  All simultaneist interpretations and “corrections” of Marx imply that profit could be positive even if workers performed no surplus labor, and that profit could be negative even though workers do perform surplus labor.

Imagine that our capitalist farmers invest 10 quarters of seed corn at the start of the year.  But the weather is bad, and so only 9 quarters of corn output are harvested at the end of the year.  If –– but only if –– we force the price of a quarter of corn output to equal the price of a quarter of seed corn, then we are forced to conclude that profit is negative.  The 9 quarters of output must be worth less than the 10 quarters of seed corn invested.  This is the case no matter how much labor and surplus labor was extracted from the farmworkers during the year.  Even if they were paid nothing, so that all of their labor would be unpaid labor, profit would be negative.  Thus simultaneism implies that surplus labor is not sufficient for profit to exist.

Now imagine instead a fully automated economy.  Machines produce machines without any human labor at all.  So obviously there is no surplus labor, either.  But if this economy produces more machines than it uses up in order to produce them –– and if we force each output machine to be worth exactly as much as each input machine –– then profit is positive, despite the absence of surplus labor.  Thus simultaneism implies that surplus labor is not necessary for profit to exist.

Clearly this economy without human labor is not a capitalist economy, but that is not the point.  The point is that if profit could exist even without surplus labor, as simultaneism implies, then even when we do have surplus labor, it is not essential; it is not the source of profit .
  According to simultaneism, it should be clear, the source of profit is the fact that physical output is greater than physical input (where the physical input includes the real wages of workers, if there happen to be any).  

The examples I’ve chosen are of course extreme ones.  I chose them in order to make the logic of simultaneism stand out sharply.  But as I’ve demonstrated elsewhere (Kliman 2001, Kliman 2002), simultaneism implies that we could have surplus labor but negative profit, or positive profit without surplus labor, even in quite realistic situations.

Even in highly productive economies, some net products are always negative.  (Auto workers produce cars but use up steel in doing so.  During any given hour, they may use up more steel than is being produced elsewhere in the world economy.  If so, the net product of steel is negative.)  What I’ve shown is that, if we value everything simultaneously, and if even one good’s net product is negative, then, if this good’s price is sufficiently high, economy-wide profit will be negative even though surplus labor is extracted.  Conversely, if negative-net-product goods are priced low enough, then, under simultaneous valuation, profit will exist, even though surplus labor may be zero or negative.

I must say that, although Ernesto Screpanti’s (2002) essay in Proteo is supposedly a reply to us, he in fact does not reply to these demonstrations.  Nor does he reply to our other demonstrations –– unless one credits charges of scholasticism and mysticism as a reply.
  

Screpanti asserts that we must reject Marx’s theory that profit comes from workers’unpaid labor.  “It has been demonstrated,” he writes, that Marx’s theory is “logically incoherent” (Screpanti 2002:48).  This is not true.  What has actually been demonstrated is only that Marx’s theory seems internally incoherent when one interprets his concepts as simultaneist ones.  Under the temporal single-system interpretation, his theory of profit –– whether right or wrong –– emerges as an internally coherent theory.  His conclusions follow from his premises.

Given this fact, Screpanti’s theory of exploitation is not a needed correction to Marx’s theory, but simply an alternative to it.  Screpanti is entitled to his theory; but Marx is also entitled to his.  

The difference between these two theories is very sharp.  As Screpanti defines exploitation, workers are exploited if their wages are less than the total price of the net product.  Notice that this definition makes no reference to how much work is pumped out of the workers.  In fact, it completely severs the link between exploitation and surplus labor. 

Recall our corn economy, in which  10 quarters of seed corn are planted at the start of the year but, owing to bad weather, only 9 quarters of corn are harvested at the end.  Given simultaneous valuation, the total price of the net product is negative.  So no matter how low wages are, the farmworkers have exploited the capitalists, not the opposite.  That they may have toiled under the hot sun for 14 hours a day, 7 days a week, makes no difference.  The rate of exploitation is still negative.

And recall that the total price of the net product could be negative even in highly productive economies.  Whenever that would be the case, Screpanti’s definition implies that the workers exploit the capitalists instead of the capitalists exploiting the workers –– no matter how long, how fast, and for how little money they have had to work.

Again, let me make clear that I think this is a legitimate concept of exploitation.  Screpanti and others are certainly entitled to employ it in their research and their political policy recommendations.  But it is simply not Marx’s concept of exploitation.  If we want to make real his vision of a liberatory, humanist society, it may help to understand his ideas better than they have been understood to date.

The economists have changed Marx, in various ways; the point is to interpret him –– correctly.
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Notes

� The following is a slightly edited version of my talk at the conference on Un Vecchio Falso Problema/An Old Myth (Vasapollo 2002), held at University of Rome “La Sapienza” on May 21, 2002.  It is based on my essay in that volume (Kliman 2002).


� In the discussion period following this talk, Professor Fabio Petri argued that if gold is the numéraire (measure of value), and if productivity rises at the same rate in the corn and gold sectors, then the price of corn remains constant, and thus the profit rate rises.  In response, I pointed out that in this case the prices of both corn and gold fall in relation to nominally-denominated debt instruments.  Thus if debt instruments are the numéraire, the profit rate still falls.  (It falls even if gold or corn is the numéraire, since the existing capital advanced, as measured in terms of gold or corn, will rise, even though the price of means of production will not.)  See Kliman (1999) for further discussion of this issue. 


� The foremost predecessor of Sraffian economics, V. K. Dmitriev (1974:63), employed simultaneous valuation in an attempt to prove that a fully automated economy could generate “a profit which will not differ essentially in any way from the profit obtained by present-day capitalists.”


� “E l’appello di Cavallaro a stare in guardia nei confronti della mistica del valore-lavoro lascia sperare che la ricerca possa procedere oggi lungo i binari giusti, evitando certe forzature scolastiche cui abbiamo assistito in passato, anche se gli interventi di Carchedi (2001), Freeman (2001) e Kliman (2001) sembrano voler uccidere sul nascere questa speranza” (Screpanti 2002:47).
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