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“…. Free competition is the adequate form of the production process of capital.  The further it is developed, the purer the forms in which its motion appear…As long as capital is weak, it still itself relies on the crutches of past modes of production, or of those which will pass with its rise.  As soon as it feels strong, it throws away the crutches, and moves in accordance with its own laws.” Karl Marx, Grundrisse, p.651
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Value, Social Capital, and Trade:  A Children’s’ Guide To Globalization
Bryan Snyder

Preface

“Answers are only as good as the questions asked.”

A number of years ago while at the New School for Social Research I became fascinated with Marx’s nascent work on international trade scattered within the; Theories of Surplus Value (Volume #1), Grundrisse and Capital  (Vol.s, #1 & #3).  These works are incomplete and fragmented with respect to international trade.  The project that Marx had set himself about was the systematic analysis of capital in which trade and the world system was to have been the last in a series of five volumes of Capital.  As is always the cruel fate of the best-laid plans, Marx died soon after the publishing of Volume #1 of Capital.  His dear comrade Engels was left the unenviable task of trying to put some sort of order to the voluminous series of notebooks that the old boy had left from his years studying and writing in the British Museum's famous reading room.

Marx, being ever so consistent in his methodology, viewed trade as an extension of capitalist accumulation, not some unique form of mercantile exchange.  He begins his analysis with establishing the source of value creation in the sphere of production and then expands his analysis to the dynamics of inter-capitalist competition within a single industry.  After showing how profit rates differ within an industry he then moves the scope of analysis to the competition of capitals between industries in the tendential establishment of a general rate of profit.  It is only logical that the scope of analysis would be expanded to the capital “in general” as a world system, in and of itself, mitigated historically through the nation state and the dynamic of class struggle.  When capital, in and of itself, is strong enough, it no longer needs the protection of the nation state and “tosses away” the crutches of this nation state   to emerge as a world system sui generi.  The modern phenomenon of globalization is the “(throwing) away the crutches” of the nation state.  Capitalism, as a world system, is now exerting its dominance globally through the worldwide completion of the last circuit of capital (Labor and Productive Capital), which forcibly articulates each and every part of the globe into an organic system of production and exchange.  

The implications of this reality are enormous, this is the first time in human history that we have had a truly integrated world system and this system has entered uncharted waters as to its dynamics and possibilities.  As the economic expansion of capital is now global in nature, so to is its systemic crisis, as this process of forcible articulation into a world system, undermines the Keynesian bulwarks of the nation state against recession or worse.

Yet, mainstream economics, still doesn’t “get it.” 

The purpose of this pamphlet is to explore Marx's theory of trade, based on his law of value, and show how it is fundamentally different from the Ricardian theory of Comparative Cost (Comparative Advantage) and its neoclassical derivatives.  From the vantage point of this theory of trade, one can find very different answers with respect to the questions asked of international trade.

Calling The Question

Any scholarly inquiry into the orthodox theory of international trade will ultimately return to the Ricardian concept of Comparative Costs (Comparative Advantage).  These Classical roots can currently be found in the Hecksher-Ohlin model and the works of Samuelson, Barro, Krugman, and Sachs.  What is surprising is that these Ricardian roots are also present imbedded within the Radical tradition in the works of Emmanuel, Amin, and Baron and Sweezy.  Thus, the tenets of Ricardian analysis are not limited to neoclassical economic theory, where its contradictions are most evident, but seem to pervade the full scope of analysis of trade theory.

Modern economics (neoclassical), as a testament to the fragmentation of thought in the era of Post-Modernism, does not concern itself with methodological consistency in grounding theory.  It abstracts from the empirical phenomena of actual capitalist social relations, which are centered in the sphere (sector) of production, and relies on an idealized theory of exchange as the sole mode and ends of economic analysis.  Classical economists, from Adam Smith through Marx, realized that the source of the “Wealth of a Nation” is the creation of value in the production of commodities and the expansion of capital in its many forms.  This point was central to Adam Smith’s critique of the Mercantilists, as he scolded them for ignoring the question of value and their subsequent inability to establish the difference between trade (profit through exchange) and the creation of value itself (profit through production).

Modern economics (neoclassical) amuses itself with an even more rarified abstraction, based on an axiomatic theory of individual choice and exchange.  This shift from basing theory in the realm of production (value creation and productive social relations) to the realm of exchange (individual market exchanges) first and foremost marks the victory of ideology over analysis.  

In Modern economics, ALL social relations become simple exchange relationships between maximizing individuals, which are assumed both “free and “equal.”  With a quick stroke of the pen, the word “exploitation” is excised from economic discourse, as all market exchanges now carry the moniker “free,” and if unfettered by reality, “efficient.”

What has earned Modern economics the same derogatory epithet as their Marginalist precursor, "Vulgar Economics," is that it can not see past the physical (dead) aspect of the commodity to the unique social relations that conceive and create these goods and distribute them accordingly.  The world becomes a relationship between reified "things." 

 Social relations are indeed mediated by exchanges of  "things."  However, the truncation of analysis to only the objective conditions of market relations loses the entire subjective relations of production, distribution, and consumption that exist before and after the appearance and consumption of the physical commodity itself.  If you would have it, “the context” of the object is what is missing from this vulgar analysis.

Vulgar Economics can not see past the objective concrete relationship between static "things" and as such can not address the really important questions as to how these "things" came about and what will become of them.  By ignoring the historical and social “subjective” side of economic analysis, it presents the current objective conditions, not as human social relations, but an objective positivist order based on immutable “facts.”  These “facts” obscure the actual social relations that produced the “facts” in the first place. Fetishized market relations also miss the social aspects of the valuation of commodities, which exert a gravitational control, exogenously, over the determination of concrete market prices.  Natural Prices, or Prices of Production, are determined by abstract labor values as a whole, as social value, determining and determined by “global” labor. 

This ideological aspect of Modern economics is to be expected.  When such a theory, is pounded into the heads of the young and impressionable, it provides a powerful ideological fog for the defense of the capitalist class.  Capitalists have the power to “call their own tune” and the merry band of academia is more than willing to play along.  This ideological baggage is of no great surprise.  However, there is a cost to any politically palatable orthodoxy of economic thought.  To put it succinctly, “it doesn’t work.” The theory driven parameters of neoclassical analysis exclude the social and subjective side of what is economics.  It is this excluded side that provides the dynamic motion and exogenous source of valuation of the capitalist system.  Modern economics contributes little to advancing an understanding of the phenomenon it claims to address, especially in the area of dynamics (motion) and the establishment of long-run prices of production.  In fact, the mystification of economic analysis has now muddled the proposition of understanding a capitalist economy so much, as to render itself irrelevant.

Nowhere has this “muddle” been more evident as in the realm of Trade Theory.

Since the time of David Ricardo’s Essay: Principles of Political Economy and Taxation (1817), there has remained a central “holy trinity” to all trade theory.  

Trade, according to Ricardo, is based on:

1. Comparative Costs, 

2. Specialization, and a 

3. Quantity Theory of Money 

When combined in heavenly unity, these three elements suggest an equilibrating mechanism to adjust relative prices between trading partners and thus, the composition and volume of trade between nations.  The logical end of these interconnected assumptions is the imminent arrival of a “grand convergence” of the capitals of the world  (be they national or not) around a common cost (price) of labor, and from that an international convergence of currency price levels.  

The neoclassicals remove the uncomfortable little detail of Ricardo’s analysis, which is that prices (both Market and Prices of Production) are proportional to and approximate direct embodied labor values.  Ricardo’s labor theory of value assumes that all labor power within and between national capitals to be homogenous to skill and quality and equally valued, (something that Marx would later correct through the differentiation between concrete and abstract labor).  The price of each country's respective labor,  (the wage level) it is assumed, will fluctuate according to the quantity of gold a nation state holds in stock.   

In Modern economics, neoclassical economists substitute “opportunity cost” or “foregone production” as the basis of trade instead of relative labor costs to allocate production, further abstracting from an empirical base in value.  This neoclassical abstraction from Ricardo’s labor value base is not at all helpful in advancing trade theory.  It mystifies the status of current production by claiming relative value to the nebulous mush of “what might have been” being given up for  “what is.”  History has never been so kind as to offer such measurable and apparent choices to peoples and or nations, if indeed “nations” have the operant agency to act as a single economic entity, especially under a colonial yoke.

Even with this mystification of productive and trade relations, the neoclassicals still retain the Ricardian assumptions of comparative costs.  They assume that labor, capital, and technology are homogenous, perfectly substitutable, and mobile within and between nations.  They also assume that the relative price of labor and other factor resources of production are determined through the relative value of their currency visa vi the relative price of the currencies of other trading nations and or the universal store of value, gold.  The Ricardian link between Trade, the Quantity Theory of Money, and Relative Prices is maintained in neoclassical theory in order to maintain a dynamic equilibrium in trade. This unholy trinity of theory must be maintained in order to breathe life into the PPP (Purchasing Power Parity) and or Comparative Advantage theories, especially if one is so bold to claim, “…all parties benefit from trade.”

If this equilibrating mechanism is valid, we should have witnessed convergence between and within national capitals, of all forms of market allocations. Yet, Where is the convergence? What can explain over three hundred years and counting of persistent inequalities and economic divergence between and within national capitals, especially in the great North/South divide?

Rather than look to the flaws embodied in the theoretical assumptions embodied in theory, Modern economics appears to be more comfortable engaging in the academic form of a “snipe hunt.”  A snipe hunt, in which economists weave an elaborate and mathematically rigorous plan for ensnaring the elusive bird (convergence) only to find out that they have wasted a colossal amount of time and resources.  Economists, standing knee deep in the muck of a nocturnal swamp, brandishing a net and flashlight, attempting to catch a bird that never existed in the first place.  Mere derision is too good for this discipline.

Theory Matters

  If one does not ground theory in valid, causal laws that are actually empirically derived from the phenomenon observed, then the results of analysis will always be disappointing.  This is ever so evident among economists who attempt to use the rigorous confines Modern economic theory to explain a phenomenon of which this very theory had long ago axiomatically abstracted itself from.

The relevance of an economic theory can be established if that theory can logically and systematically explain the phenomenon of the dynamics of trade and the observed persistent inequality evident within and between both national and global capitals.  Neoclassical theory falls woefully short in these criteria.  

Thus, I offer this primer in Marxian economics, and in particular the Law of Value and its extension into the realm of exchange and international trade.  As this material is new to most who have had the misfortune to be schooled in orthodox economics, I will try to present it in as simple a form as possible, but unlike its modern counterpart, this mode of analysis is by no means simple, concise, or elegant.  This is due to the unsettling reality that the world, and this 

curious economic system of capitalism is not at all simple, concise, or elegant.  Capitalism remains a complex, dynamic, and turbulent system of self-expanding capital, which appears to the world as a physical manifestation of an underlying social relationship. 

This paradigm of economic thought offers the startling observation that the “stuff” of economics is indeed a social relationship, of which production, distribution, and consumption are organized around.  The study of value in its physical form, capital, reveals this social relationship in its full contradictory nature, as it is both the alpha and omega of this system we call capitalism.

I urge the reader to shed the confines of a schooling in economics and to attempt to grasp the logic and structure of this system of economic thought.

To quote Jean-Paul  Marat; 

The important thing

is to pull yourself up by your own hair

to turn yourself inside out

and see the whole world with fresh eyes

I would like to acknowledge the extensive work of my dear professor Anwar Shaikh, which are to be found throughout this little work.  Extensive class notes and transcripts, unpublished handouts, (worth their weight in gold) as well as his journal articles constitute the lion’s share of the source material for this piece.  My friend and colleague Cyrus Bina has also written extensively on globalization and social capital and has contributed to the intellectual ferment of this piece.  In addition, of course, the collected works of the “Old Boy” himself, who always elicits a smile to craft of argument and analysis, sharpness of polemic, and sense of humor.  Any mistakes contained within this pamphlet, I will immediately claim.

BJSS
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Value, Social Capital, and Trade  

On Method:

Marx has a fascinating structure to his analysis.  He is both Hegelian in his use of dialectic method (The unity of opposites: thesis, anti-thesis, and synthesis) and materialist in the foundation of theory, history, and causality.  He begins his analysis with the concrete manifestation of the Commodity, which is the unique physical manifestation of capitalist social relations of production.  The commodity embodies a contradictory and contentious relationship between capital and labor, which gives it its historically unique form.  He then expands the analysis of capital from the particular concrete to capital as an abstract whole.  The internal conflicts between capital and labor and the competition between and within classes (Capitalists, Workers, and Landlords) drive a regiment of permanent competition, which is the central feature of the system of capitalism.  His method, in respect to trade, when put into a linear form, is as follows:

1. The analysis of the commodity and simple commodity production.

· Value production

· Surplus value

· Profits

· Capitalist competition

2. The analysis of competition within an industry.

· Organic compositions

· Regulating capitals

· Divergent rates of profit

· Absolute advantage

3. The analysis of competition between industries and the tendential establishment of a general rate of profit.

· Capital flows between industries

· Profit maximization

· Convergent tendencies toward the equalization of the rate of profit between industries   

4. The analysis of competition between capitals globally

· The establishment of World Prices

· Absolute advantage
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Value
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n analysis of the Mode of Production of capitalism begins at the source of value located within in the sphere of production and specifically with the production of the commodity.  In capitalism, commodity production is historically unique to capitalist social relations in that the commodity is produced solely for exchange by commodified human labor and the factor input of capital (both fixed capital and circulating capital).
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Value:  
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 commodity embodies a dual form.  It is both a Use-Value and an Exchange-Value.

Use-Value

Use-Value is not to be confused with “utility.”  Utility is based on methodological individualism, which is both a-social and a-historical and fragments the context in which the “usefulness” of the commodity is determined and valorized (given a relative value).  Use-Value is the socially determined direct “usefulness” of a commodity and or non-market good or service (“thing”) which endows this “thing” with a relative valuation visa vi the total social product.  (Everything that people, make, do, or find)  Society values the labor of a doctor greater than the labor of a baker.  An individual's unique proclivities do not matter here, in that only the social aggregate of relative usefulness, which is historically specific and constantly changing, set the value in the society for the “thing.”  These relative valuations of things change over time with the ebb and flow of the relative power between and within classes.  (Capitalist, workers, and landlords)  and changes in technology and available resources.

Exchange Value

Exchange Value is the money price that a commodity will command upon exchange.  For an individual to appropriate a commodity, a change in the property title of said “thing” must take place, from the private property of the seller to the private property of the buyer. 

This is also a social relationship in that the price of the exchange is determined by competition between capitalists, capitalists and workers, workers and workers, and landlords against everyone and themselves.  Exchange Value is the forcible articulation of one productive capital into a productive social capital as a whole, within and between industries and within and between countries.  Price is indeed a social relationship as the sum of all capitalist competition, especially with regards to the organization and composition of production.

Capital and its Expansion

Capitalism is a system of self-expanding value.  Capital is that part of the social product which is not consumed in its production or exchange which maintains its value and as such can be used to reproduce itself when realized in its money form.  The capitalist, as an agent for capital itself, seeks to expand capital in all of its forms:

· Productive: plant and equipment  & labor – means of production and labor power 

·  Commodity: finished product – concretized use-values

·  Finance: or the money form of capital – the alpha and omega of capitalist production

The whole point of capitalism is to ultimately realize capital expansion in its money form, specifically in the form of profit.  The circuit of money capital in capitalism looks like this:
            


Capital as a Social Relation

The “things” that human beings produce when engaged in the ordinary business of life embody a very specific set of characteristics that are the concrete manifestations of the social relations that produced them.  Capitalist social relations determine both the objective and subjective conditions of the production of commodities as capital.  Production of commodities are the means to the ends of capital, which is value that maintains itself (as value) and seeks its own expansion. Capital necessitates social relations based on private property, which allows the capitalist to claim title over the social product.  These historically specific social relations subsume all human relations into objective markets and market relations.  Thus, a laborer in one country is organically connected to a worker in another country and workers globally through the productive value of their labor power in the abstract, (global labor power).  The worker is forcibly articulated into this global pool of labor through the concrete market exchange 

of  his or her own labor and the commodity produced.  Capital as a social relation is mediated through the physical relationship of concrete “things” (commodities) within these markets, as these things effect and are affected by the social relations that produce them.

Capital is not a “thing,” but rather a definite set of social relations, which belong to a definite historical period of time. (Shaikh) 

Profits and Profit Rates

Profits:

Profits appear as the money form of value above and beyond the initial outlay of money that a capitalist uses to begin the circuit of production (M).  When the value-enhanced finished commodity (C’) is realized back in its money form through market exchange (C’ – M’), the difference between (M) and (M’) is the money form of profit.

The “werewolf hunger” for profits is what drives capitalism and gives it its dynamic and structure.  It is important to know the source of profit, as it is of vital importance for understanding Marx’s concept of capitalist competition.  Profit appears as a residual of a market exchange.  That is, the difference between the actual net cost of the production and distribution of a commodity and the market price paid (revenue) by the purchaser.  Profit may also appear as a rental payment on the use of money, capital, or services.  In the short-run fickle fluctuations of market prices, oscillating from gluts to shortages, profit through exchange is often present.  In these market relations, profit is neither created nor lost but consist of value transfers from the sphere of production.  Over time, market oscillations remove the benefit or burden of such market dynamics, evening out their subsequent transfers of value.  

There is a source of profit built into capitalist production relations.  This source of profit is both structural and systemic and is highly effective in ensuring the consistent flow of profits in order to reproduce the capitalist class and its ownership of the means of production.  This source of profit is independent of the imperfections and uncertainties of the market mechanism.  I, of course, speak of profit from Surplus Value.

Surplus Value: The Systemic Source of Profit

Surplus Value is also known as the Rate of Exploitation of labor by capital.  It is the difference between the value created by living labor in the production of a commodity (aggregate Use and Exchange Value) and the compensation for that labor expended from the capitalist to the worker in the form of a wage, measured in units of time.  Capitalism systematically expropriates this value differential; at first measured in social product (C’), but ultimately, in its money form (M’) as profit.  Capitalists can do this because in a system of private property, the capitalist owns the means of production and the commodity that is socially produced.  There are two general categories of surplus value, Absolute Surplus Value, and Relative Surplus Value:

Absolute surplus value is the surplus value generated by increasing the length of the working day, thus increasing the surplus labor time.

 Relative surplus value is the surplus value generated by cutting wages or reducing the cost of living, thus reducing workers’ necessary labor time in proportion to the surplus value extracted. 

 Capitalists can also increase the intensity of the labor process through the introduction of machinery, and or a more efficient organization of production.

Capitalists will organize production in such a way as to maximize the extraction of both relative and absolute surplus value from living labor.  This entails paying labor the lowest possible wage, while extracting the greatest quantity of concrete labor (increasing the number of commodities per worker produced) and extending the working day.  Capitalists must also compete with each other in the market place.  In order to compete with each other within an industry the capitalist will introduce technological change, machinery, new organization, and techniques of production, as well as seek out new sources of relatively cheaper labor and other factor inputs.  Marx writes of the labor process and the structural derivation of surplus value as:

“…the product [the commodity] is the property of the capitalist and not that of the labourer, its immediate producer. Suppose that a capitalist pays for a day's labour-power at its value; then the right to use that power for a day belongs to him, just as much as the right to use any other commodity, such as a horse that he has hired for the day.  To the purchaser of a commodity belongs its use, and the seller of labour-power, by giving his labour, does no more, in reality, than part with the use-value that he has sold.  From the instant he steps into the workshop, the use-value of his labour-power, and therefore also its use, which is labour, belongs to the capitalist. By the purchase of labour-power, the capitalist incorporates labour, as a living ferment, with the lifeless constituents of the product. From his point of view, the labour-process is nothing more than the consumption of the commodity purchased, i. e., of labour-power; but this consumption cannot be effected except by supplying the labour-power with the means of production. The labour-process is a process between things that the capitalist has purchased, things that have become his property. The product of this process belongs, therefore, to him, just as much as does the wine which is the product of a process of fermentation completed in his cellar. 

Karl Marx
Capital: The Labour-Process And The Process of Producing Surplus-Value 

Productive Capital

Labor, the living “ferment” of value, is joined by concretized (dead) labor value in the object of Constant and Circulating Capital in the sphere of production.  The elements of productive capital consist of:

Variable Capital: The labor quotient of production, which features a worker’s Labor Power, or abstract ability to create something, measured in time.  Its valuation is established as a dynamic between Concrete Labor, the actual labor measured in time embodied in the making of a commodity, and Abstract Labor, the valuation of the workers labor power from the pool of all workers in that industry and all workers between industries and thus, as global Abstract labor.  Variable Capital is living labor and as such the source of Surplus Value and ultimately profits.

Constant Capital: The part of the capital quotient, which features plant, equipment, and general means of production.  Machinery as such is fossilized, or “dead” labor stored in the value of the machine.  Constant Capital is employed by capitalists in order to increase output and decrease costs by intensifying the labor process, and by doing so extract a greater amount of concrete labor out of the workers’ labor power.  Constant Capital (fixed capital) is also the aggregate indirect labor value embodied in the machine.  (It can also be referred to as “dead” or congealed labor.)
Circulating Capital:  The part of the capital quotient that consists of throughput upon which labor and machinery are applied.  As with labor, it is variable as to the level of output, though contingent on both the level of Variable and Constant capital

Surplus: A mark-up price over the cost-price of a commodity, which reflects the industry average as a percentage of extracted Surplus Value, which the capitalist hopes will be realized fully in its money form as profit.  Different industries have different rates of Surplus traditionally attached to their cost-price and consequently differential rates of profit.  However, it remains to be seen if the capitalist can realize the full amount of the mark-up in the marketplace.  Successful firms can realize the going rate of profit or more, and thus expand market share.  Unsuccessful firms can’t realize the going rate of profit and thus, become extinct.

Thus, we find a productive capitalist, under the lash of competition, establishing the lowest possible cost-price:

{At this level of abstraction, Circulating Capital, the throughput of materials involved in the production process can be subsumes into the category of Constant Capital}

 After a cost-price has been established, the capitalist “marks up” and or adds on to this per unit price of production a “going rate” or percentage that is consistent within an industry, in order to establish a “hoped for” market price:  

[V + C + S = P]

 This “hoped for” price [P], or “dream price” is also commensurate with a Direct Price, of Market Price approximating component labor values and Surplus [S] approximating extracted Surplus Value.
Competition between capitalists, a permanent feature of capitalism, drives the individual capitalists to cheapen their per unit cost-price of the commodity they produce so as to employ the superior weapon of an absolutely cheaper commodity in the battle over market share. 

The dynamics of this “Surplus” [S] represent the status (potential rate of profit) of capitalist competition within and between industries and is a powerful allocative mechanism regulating Capital.

Having the cheapest cost-price in a market is very significant to a capitalist in that it allows price flexibility in strategically capturing market share and thus maximizing the potential gross of profit accrued.  Since there are numerous organic compositions, efficiencies and techniques in any given industry, there will always exist differential costs of production and rates of profit. Profits for a capitalist are the product of design in the sphere of production, realized in the sphere of exchange.

The Organic Composition of Production

The organic composition of production is the relative mix between living labor (Variable Capital: I.E. the source of surplus value) and indirect “dead” labor (Constant Capital) that form the machine.  An organic composition of production is the ratio between these two forms of productive capital (C / V) and plays an important part in the competitive process between capitalists, and capitalists and labor within an industry, and ultimately between industries and globally.
On Method:

Two Laws of Capitalist Accumulation

Capitalist Competition

Competition is the permanent and defining feature of the mode of production of capitalism.  Though this competition between and within classes (workers, capitalists and landlords) may take many historically specific forms, it can never be extinguished.  Competition adapts to the context in which it appears.  The lash of capitalist competition might appear brutish on the back of the retail merchant and absent in the halls of corporate America, yet, it is the same whip.  That whip is present in even the most corrupt of Texas energy companies, as the transitory nature of Enron’s rise and fall illustrates.  Competition appears different and takes many different forms, but the bottom line, is the bottom line, in that the drive to accumulate profit creates a turbulent dynamic motion within and between industries.  Capital, is fluid in seeking out its highest rate of return.

Within an industry, Marx observes the competition between capitals creating a wide variety of techniques and organic compositions of production.  All of the capitals in an industry are forcefully articulated into a social whole through the establishment of  Markets and then a world price for their respective commodities.  Marx notes that within the structure of an industry, one firm (usually) will establish the standard for the industry as to technique, organic composition, and Rate of Profit.  Marx calls this firm, the Regulating Capital.

The Regulating Capital

Within an industry, one may find a wide spectrum of organic composition and efficiencies.  These industries are compelled through a common market to sell a similar product at a common price.  This disparity in productive techniques and organic compositions leads to differential profit rates within an industry.  Capital will respond to the unambiguous signal of high profits, and move toward capitals with high rates of profit and vacate areas with low rates of profit.  In doing so, capital gathers around the capitalist firm that establishes the standard of production crowning it as the Regulating Capital.  The Regulating Capital embodies the BPT (Best Practiced Technique) around which the prices of production for the industry are established.  Any firm entering the industry must match or surpass their organic composition and technical mix and subsequent cost structure.  The Regulating Capital establishes the rate of profit for the industry, and thus capital will flow toward it.  The Regulating Capital is not an industry average BPT or rate of profit, but the gravitational “Sun” to which capital in all its forms grows toward.  The Regulating Capital also enjoys a disproportionate access to capital, as nothing succeeds like success.  (So much for convergence.)

Two Secular Laws of Capitalist Accumulation

Through the process of capitalist competition, Marx observes two secular laws of capitalist accumulation.  The first being:

· Rising Organic Composition of Production

· Due to inter-capitalist competition within an industry, there is a dominant tendency for the ratio of dead over living labor to increase (rising organic composition C/ V).  A rising organic composition of production allows for the cheapening per unit of the commodity and downward pressure on the market price as the capitalist (the Regulating Capital) that introduced the new machine or technology can capture greater market share at the expense of his/her rivals and thus capture a greater gross of profits.

The Second Law of Capitalist Accumulation is the:

· Falling Rate of Profit

· As the organic composition of production rises, by definition, the quantity of living labor (variable capital) per unit of production declines relative to the share of dead labor (constant capital).  Since the source of profit is the pool of available surplus value (S / V) created by the labor share of production (V).  The rate of potential profit, surplus value realized through exchange in its money form, must decrease per unit.  This is why expanding market share is so important as a survival strategy for capitalists, as the Regulating Capital can compensate for the self-lowering of the per-unit profit rate if he / she can expand the gross of profit through capturing market share. 
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S these two dominant tendencies of capitalist accumulation operate simultaneously within an industry, we notice that the effect of differing organic compositions, (C / V) efficiency and organization of production will produce differential profit rates within an industry.  When capitalists within an industry are forcibly articulated by a single market and market price into a social “whole,” the unrealized surplus value of the lower organic composition / low efficiency producers is not destroyed.  The unrealized surplus value is in effect  “transferred” from the low organic composition and or low efficiency firms to the high organic composition and or high efficiency firms through both loss of markets share and profit margin.   
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t is here that there exists an important contradiction embodied within capitalist production.  It is a paradox that on one hand there is the necessity to organize production in a way as to deliver the greatest pool of potential profit, surplus value, by having a low organic composition of production.  Yet, the lash of inter-capitalist competition over market-share within an industry and between industries, compels capitalists to increase their capital to labor ratio, thus reducing their per unit rate of profit.

When the “world price” of a commodity is lower than the “direct price,” the direct price being the embodied labor value, representing the actual price of production and going rate of surplus added on,  in low organic composition firms, then the low organic composition firm faces two unpleasant facts.  First, it may commit suicide by attempting to enter the marketplace at their direct price, and thus, transfer market share to the high organic composition high efficiency firms.  Secondly, it might match the world price in order to sell its commodities, but in doing so export their profit rate and face the prospect of capital flight from their company to one that has realized a larger gross of profits.  

Value Transfers

Let us look specifically into the three types of value transfers offered by Marx and in particular focus on transfers within an industry which is the most relevant to the dynamics of international trade.  Transfers within an industry are based on Absolute Advantage in the lowering of the cost-price of the commodity. 

 The Ricardian system assumes that commodities exchange at their “direct price” (embodied concrete Labor Values) as opposed to the actual international regimen of “world prices.”  Even with this implausible assumption, there will still be a transfer of surplus value based on absolute advantage.  This is due to the differential cost-price of commodities produced within an industry based on different organic compositions, differential efficiencies, and their subsequent differential prices of production. 
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t is necessary within the Ricardian system to assume identical cost structures of production if the equilibrating mechanism of the Quantity Theory Of Money is to work.  With identical or comparable cost structures of production assumed, flows of trade, necessitate flows of money (World money or gold bullion as a universal store of value), which in theory affects the relative prices within the nation state.  Controlling for differential costs of production isolates the money supply as the operant equilibrating factor.

There is also an error of composition in Ricardian and neoclassical trade theory, in that they view the nation state as having dominant economic agency.  

The nation state might alter some capitalist market behaviors during regional disputes (wars and spheres of influence) but capital knows no boundaries.  Capital is quite effective in breaking down both internal and national barriers, as workers in both the developed and lesser-developed countries have found.  Capital owes allegiance to neither. 

The dominant tendency of capital is for its own self-expansion irrespective of the transitory rigidities of national borders.  Capitalists act in their own self-interest, not in some sort of collective general will or transcendent national interest.  Capitalists as a class have more in common with the capitalist classes around the world than they do with their fellow citizens and neighbors, and exchange based on absolute advantage will reward this class irrespective of the flags of convenience.

From the Old Boy


“(The) adequate form of the production process of capital [develops from a single branch of a particular industry to become a world-wide phenomenon] Within a single society…. the mode of production of capital develops in one branch of industry nevertheless, it is (1) its necessary tendency to conquer the mode of production in all respects, to bring them under the rule of capital.  Within a given national society this already necessarily arises from the transformation…. of all labor into wage labor;  (2) as to external markets, capital imposes this propagation of its mode of production through international competition.  Competition is the mode generally in which capital secures the victory of its mode of production” Karl Marx, Grundrisse p.729-30 (citation, Bina)

Transfers of Value 

The Transfer of Surplus Value is a major factor in explaining international uneven development.  Surplus Value is created in the sphere of production but transferred in the sphere of exchange (The marketplace) appearing as mercantile profit or profit through alienation:   [M – C’ – M’] 

Transfers of value will take place even if commodities exchange at their direct price (embodied labor values) due to a wide spectrum of organic compositions of production within an industry and differential organic compositions efficiencies and profit rates between industries.  Transfers of value become even more acute when there is a deviation between the direct price and the world price of a commodity, which is the normal condition of capitalist markets.

There are three types of transfers of value presented by Marx:

1. Transfers of value within an industry. 

2. Transfers between industries.

3.  Transfers of value from petty commodity producers to the capitalist class.

Transfers of Value Within an Industry

The transfers of value within an industry, from low organic composition and low efficiency producers to high organic composition and high efficiency producers, will enforce persistent differentiation between capitals even if commodities exchange at direct prices.  (Prices proportional to embodied labor.)

Transfer of surplus value arises out of the formation of “social value” which is the forced articulation of individual values of different capitals within an industry.  Within an industry there is a wide variation of organic compositions, efficiency of capital, and managerial and production techniques among producers, all of which are forcibly articulated into “social value” by competing amongst each other in the same market.  
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n the market, total quantity supplied is related to the demand for the commodity and hence the total quantity of abstract labor time required for its production.  Each commodity counts “aliquot” part of the total mass of commodities and as such represents the average labor time required for production of the “average.” commodity.  This average labor time per average commodity produced is what Marx calls the “Social Value of the Commodity.”  (Total value produced in an industry divided by the total quantity of the commodity produced)
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ndividual capitalists, especially the Regulating Capitals with high organic compositions and high efficiencies of capital will have low individual value per unit, which means less labor time per unit of commodity produced.  They will however, realize more of their surplus value as profit since their per-unit cost is lower since there is less labor and more capital per unit which leads to increased output of the commodity at a lower cost per unit. This allows the regulating capital to realize an above average rate and gross of profit.

Conversely, Individual capitalists with low organic compositions, which produce a high individual labor value per-unit, which means they use more labor time per unit of commodity produced, will realize less of the surplus value as profit since their per-unit cost is higher.  This is due to the fact that they must employ more labor and less capital per-unit, which leads to a decreased output at a higher cost per unit.  The low organic composition and low efficiency capitalist thus, experiences below average profits and the loss of market share to the more efficient capital.
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t should also be noted that paired with the organic composition  source of differential cost-prices of production is the recognition of differential efficiencies of capital.  The fertility of the soil, climate, method of production, management techniques, etc., all affect the productivity of the capital applied.  David Ricardo, in his works, abstracts from differential efficiency of capital in order to base his theory of comparative cost.  For Ricardo, the cost and availability of constant capital is identical in England and Portugal, thus abstracting from absolute advantage in relative costs to one of comparative advantage in which the money supply would be the equilibrating mechanism. 

The two consequences of capitalist competition in the systemic maximization of profit, the rising organic composition of production, and the drive by capitalists to increase the efficiency of capital applied to production through organization and technique, determine the “lay of the land” of the battlefield of intra-industry competition.  Rising organic compositions and differential efficiencies of capital, when combined, create a turbulent competitive process.  What ensues, therefore enforces within an industry, a wide spectrum of productive capitals, which actively engage in the transfer of surplus value from the lowest organic composition, least efficient capitals to the highest organic composition, most efficient capitals within an industry.


Transfers of Surplus Value between industries.

Capitals within an industry maintain a broad spectrum of profit rates and  profitability, based on a myriad of organic compositions, capital efficiency, technique, etc.  Capital as a system regulates itself initially as an industry through intra-industry market competition based on absolute advantage in the sphere of production.  Successful firms, which display an absolute advantage in driving down the cost-price (C + V) per unit of the commodity produced, will draw surplus value from the less successful firms.  Persistent inequality amongst capitals is thus reproduced.

We see a somewhat different process revealed at the next systemic level of inter-capitalist competition between industries.  There is a tendency toward the formation of a general rate of profit.  Capital is fluid.  It will move to areas, which offer the highest rate of return as it seeks to maximize its self-expansion.  Different industries have different rates of profit based on different organic compositions, capital efficiency, relative maturity of the industry, and techniques of production.  As capital flows from industries with low rates of return, (Low rate of profit as an average) to industries with a higher rate of return (industries with an above average rate of profit) there is a tendency toward the equalization of a general rate of profit.  As capital moves from the low profit rate (or gross of profit) industries into the high profit rate (high gross of profit) industries, it necessitates an increase in the capital intensity of the industry, thus raising the organic composition of production and ultimately lowering the rate of profit.  Capital will jump from industry to industry looking for the highest rate of return, with the net effect of reducing the profit rate of each sector it moves into.  Marx saw the ends of this inter-industry movement of capital as a strange sort of pathology.  The very success of capital in its own self-expansion will necessarily lead to a general crisis within the system once capital has driven down profit rates to parity with the going rate of interest in every available industry.  In a globalized system of capital, capital saturation affects industries located in every corner of the earth and has the effect of exhausting all profitable avenues of investment.

This tendency toward a general rate of profit is a dynamic process of tendential regulation, which never truly converges at a common rate of profit and technical composition.  This is due to the constant re-differentiation of the various composite capitals amongst and within industries. 

Tendential Regulation versus General Equilibrium

“The Marxist notion of competition defines a process, not a state….  As in any turbulent process, there is never any state of equilibrium.  Market prices and quantities are always varying in the face of a multiplicity of factors; at any instance of time, profit rates differ from industry to industry.  Yet, Marx (and the Classicals too) argues that this ceaseless variation had an inner pattern; a pattern, which was, achieved only in-and-through these perpetual variations, and which would consequently only reveal itself in average movements.  This pattern was the tendency towards equalization of profit-rates, so that market prices were understood to be tendentially regulated by prices of production, and market rates of profit to be tendentially regulated by the average rate of profit.  Thus, prices of production were taken to form moving centers-of-gravity of actual market prices, over real periods of variation.”

-Anwar Shaikh,  “Notes on the Marxian Notion of Competition” in “Persistent Inequalities,”  Botwinick, 1993 Pg. 140
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ntra-industry transfers of surplus value occur from industries with low organic compositions and efficiencies to industries with high organic compositions and efficiencies.  Although the tendency toward the establishment of a general rate of profit would suggest convergence of capitals, this process is in fact a dynamic tendential regulation, which is constantly redifferentiating its components.  That is to say, simultaneously pulling capitals together as it pushes them away.  This process constantly “moves the goal posts” as to achieving convergence. 

Transfers of value from petty commodity producers to the capitalist class.

The export sector in most third world countries consist of dual structures:

1. A highly efficient, high organic composition, export sector, such as mining or lumber production (extractive industries) associated with a DCR, (developed capital region.)  And ....

2. A low efficiency, low organic composition domestic sector, which is typically found in traditionally organized agriculture and petty commodity production of domestically consumed staples and household items.  This form of general low organic composition production and high labor intensity is associated with a UCR, (undeveloped capital region.)

We find that within the national capital, both regions have to compete with the “social value” of the world market as labor markets and other factor input markets are forcibly articulated into a world market.  The Developed Capital Region of a country will draw surplus value from less efficient capitals in the world market in the form of value transfer.  At the same time, the poor Undeveloped Capital Region (UCR) will be undermined by imports from more efficient and higher capitalized agricultural producing countries, thus exporting absolute surplus value from this inefficient and undercapitalized sector.  Both the domestic and export sectors are compelled to compete in this world market. 

The formation of international prices of production enforces global social value on both sectors.  Global Social Value is the relative price of labor as Abstract Labor valuated at a global standard of “socially necessary” labor for the production of a given commodity) 

Thus we find the transfer of Surplus Value from the UCRs (Undeveloped Capital Regions) to the DCRs (Developed Capital Regions) occur globally, not just within the boundaries of a given country.
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t is entirely possible, if not probable, as a curious matter of national accounting, to have no net transfer of Surplus Value from a national capital to the ROW (Rest of the World), even though a UCR within the country may be “hemorrhaging” surplus value to the more efficient and higher capitalized producers’ imports and world market share.  If the nation’s export sector (DCR) compensates for this loss of Surplus Value with a reciprocal gain of transferred Surplus Value due to its relative efficiency in the world market, a national balance sheet will show no “trade” imbalance.  The homogenous accounting of trade as a national capital masks the real dynamics of intra-industry capitalist competition and the unification of global markets.  The accounting use of the nation state as an economics agent does nothing to examine the actual distribution of gains and losses within and between countries.  That is, the use of the nation state as an economic institution or agent in analysis obscures the actual ebb and flow of capital penetration and expansion, especially in an era of the complete globalization of capital.

The possibility of national capitals exhibiting no net transfer of surplus value should offer a powerful illustration as to the underlying source of the value transfers.  The source of value transfer is not due to some imperfection in the sphere of circulation but from uneven development of international forces of production.

Differential Wages

Marx finds that a change in the wage rate in one country does not change the world average real wage.  Nor does it change the world average organic composition, the world average of the production of surplus value, or ultimately the world average rate of profit.  All of these factors remain unaffected by regional wage differences.

Changes of wage rates within a particular capital within an industry will affect the profit rate of the individual capital but not labor productivity, and thus the organic composition remains constant.

Thus, it follows that interregional wage differentials do not have any effect at all upon intra-industry transfer of value brought about by the formation of social values.

The effect of changes in the real wage on inter-industry transfer is a bit more complex.  Interregional wage differentials, which leave the world average value rate of profit unchanged, will not in general, leave industry averages unchanged.  Yet, within the UCR (Under Capitalized Region) export sector there exist both high organic composition and high efficiency firms as well as low organic composition and low efficiency productive capitals which tend to cancel out a rise in one regions real wage with a fall in another’s real wages.  Any wage differential, which leaves the world average wage rate unchanged, will tend to raise the average wage rate in the high organic composition industries and lower the real wage in low organic composition industries.  (Due to labor productivity per unit labor)
Comparative Advantage Revisited
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Most Modern trade theory embodies the Ricardian “trinity” of Comparative Costs, Specialization, and the Quantity Theory of Money.  As summarized by Shaikh and Antonopoulos:

[When analyzing internal capitalist competition, absolute advantage in lowering the cost-price of production of a commodity, gives an individual capitalist an advantage over his/her competition………….]  

“The curious thing is that when orthodox economics turns to the question of external competition, i.e. between nations, it stands its previously sensible description of competition on its head.  (It) is argued that trade between different countries is not ruled by absolute costs, but rather by comparative ones…  (it) is assumed that if two initially unequally competitive countries were to open trade with one another, any initial disadvantage in the form of a trade deficit suffered by the higher cost country would be eventually overcome by the fact that its real exchange rate would continue to depreciate until its trade was balanced.  This is because the assumed depreciation of the real exchange rate would cheapen the international prices of the country's own products and make more expensive the prices of the products of its trading partners, thereby enhancing its exports and restricting its imports.  As long as a trade imbalance remained, this process is assumed to continue, so that in the end trade would be balanced.  For a country with an initial competitive advantage and corresponding initial trade surplus, this same mechanism would erode its surplus until it too arrived at balanced trade.  Thus, the weak would be lifted, and the mighty humbled, all through the automatic operations of the invisible hand.  In the end, all nations would end up equally competitive.  (The) resulting equilibrium real exchange rate would generally vary over time, though it might be stationary (i.e. might look like PPP, (Purchasing Power Parity)) if both countries had similar commodity baskets.”  “  Explaining Long Term Exchange Rate Behavior in the United States and Japan,” Shaikh, Antonopoulos 1998

Taking on the Trinity

None of the three legs of Ricardian Trade Theory hold up empirically or logically.  Let us review:

Comparative Advantage

“The miserable have no other medicine but only hope”
-- William Shakespeare
There is no discontinuity in the logic of capitalist accumulation between competition within a country and trade between counties and regions.  Comparative Cost theory might be wonderful for “keeping hope alive” for many LDCs who are mired in chronic trade and budgetary deficits, but capitalist markets operate in a regimen of relative prices based on a producer’s absolute advantage to deliver a commodity absolutely cheaper than their local, regional and global competitors.  

 “Free Trade” even in its ideal form will not lead to “convergence” due to the very nature of capitalist competition, which is revealed in differential organic compositions of production and capital efficiencies within industries.  There exists only a tendency toward the equalization of profit rates between industries in the formation of a general rate of profit.  As strong as capital is pulled toward convergence by its mobility in seeking out the highest rate of profit, capital is pushed away by the turbulent process of technical change and inter-capitalist competition within and between industries.  Inequalities and trade imbalances will be persistent as capital flows maintain and reproduce existing social relations and structures of production.  Only long-term large and consistent inflows of capital will alter these unequal structures within and between national capitals. 

Specialization

What is remarkable is how quickly orthodox trade economists abandon price (cost) competition when crossing national borders.  The theory of “specialization” is also a victim of this truncation of the analysis of capitalist competition.  Countries, it is assumed, act as a single homogenous, and rational, economic unit.  The omnipotent nation state would ascertain the existing availability of factor resources, (land, labor, capital) and then determine the most efficient combination of factor resources in order to produce a commodity that would some how be in demand in world markets.  This commodity would be produced, defying all reason, even if these bundles of factor resources are relatively more expensive than their closest competitor.  Thus, a country is given the prescription that they “should” utilize their scarce resources in the production of a single commodity that will deliver the smallest loss in competitive world markets while losing the smallest opportunity cost of giving up other production.  Then, the country crosses its collective fingers and waits for something to happen.

There are of course several problems with this scenario.  They are among others:

1. The theory of the Quantity Theory of Money has to kick in so that relative prices will change and specialized production will move from losing money through production, to making positive revenues.  

2. Nations are rarely effective economic agents for the vast majority of their people. (Texas Oilmen, notwithstanding)

3. Specialization is still limited to the production of commodities that are not very “special” at all, but are part of a world market in relatively standardized commodities.  (Especially in the non-extractive industries)

4. Basic history: few nations have or had an option as to what they may produce.  (Especially with a Colonial or IMF legacy)

5. In capitalism, consistent loss of money usually leads to bankruptcy, not convergence.  The logic of the start up phase of the specialized industry violates the basic premise of profit maximization within capitalism.  Even if one thinks strategically, what country would set up money losing production and hope that in the future their currency will lose its value so as to some day be able to actually sell at a profit the commodities produced?  (This is patently silly.)

6. There must be an element of absolute advantage in the production of commodities associated with a world market, at a world price.  A producer goes to the market; it does not wait for the market to come to it.  (Fallacy of agency)

7. The nation state is not the dominant economic actor in determining production.  Capitalists are.  The state is also not an institution that magically extinguishes:” fundamentally antagonistic relations of classes to the bland homogeneity of a nation-as-a-whole.  Christians are not in a position to cheer for the lions so long as they are both booked to play in the coliseum.”  (Shaikh) 
The Quantity Theory of Money

Marx diverges from the Ricardian notion of there Quantity Theory of Money (Hume specie-flow mechanism) in that there is no automatic link between the quantity of money and effective demand, nor is there a link between a fall in the interest rate and the level of investment.  Money capital is never fully occupied in a fixed form, but has the characteristic of circulating, which allows for a great deal of flexibility in the national capital, where money is primarily a medium of exchange.  When money steps across a national border, it changes its functional form to “world money,” which is money capital as a store of value.  Marx rejects the notion that a “pure increase” in the quantity of gold will automatically lead to an increase in the price level.  The domestic form and function of money acts quite independently of its world money form.  This relationship will of course change when there no longer exists a “domestic” economy and national currency has been subsumed by the world currency.  Then the nation state no longer has the ability to devalue a currency that de facto no longer exists.  Under such a regimen, absolute advantage, predicated on world values of labor and prices of production, effectively destroy the Quantity Theory of Money as an equilibrating mechanism, and announce the global victory of the capitalist mode of production. 
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Globalization and Social Capital

It is especially important these days to have a clear understanding of the logic and structure of trade theory, moored in a theory of value and promulgated globally through a regimen of absolute advantage.  As world trade developed historically, the most recent installment in the closing of the circuits of capital, necessitates utilizing the theory of absolute advantage in order to understand the pattern and dynamic of the world integration of capital.  

The first global reach of capital was in its commodity form as mercantile trade.  Merchants, as the first agents of capital, searched the globe for opportunities to extract absolute surplus value and profit through alienation from pre-capitalist peoples across the globe.  Merchant capital was established institutionally.  The networks of trade drew the globe closer as a circuit of Commodity Capital.  Merchants traded goods and services and established common markets and thus, the homogenization of “world commodities.”  The financial or money system of capital sprang from the primitive accumulation of merchant capitalists and the necessity of money as a mode of exchange, a store of value, and means of exchange for trading around the globe.  The disparate paths of commodity capital linked the circuits of commodity capital to its master, Finance Capital and the power of money.  The expansion and consolidation of these two circuits of capital (commodity and finance) globally took close to 300 years to fully establish the necessary groundwork for a completion of the full circuit of capital.  In order for capital to be a world system in and of itself as the dominant social relation on the planet it must first penetrate and destroy the pre-existing conditions of social organization.  Once these two circuits were firmly in place, the new agents of capital, the TNCs (Transnational Corporations) delivered the coup de gras to previous modes of production and heralded the global victory of the capitalist mode of production.  Transnational capital did something that the merchants before them hadn’t been able to do.  They system wide integrated the globe through completing the circuit of Productive Capital.  Productive Capital is both the Constant Capital, and Variable Capital, (Plant, equipment, technology, organization, and labor, as “global” Abstract Labor.)  The closing of the final circuit of capital forcibly articulated all capitals into global “social” capital.  Capitalism has become a truly global system in and of itself.  Capital has reproduced its social relations of production globally, and as such, can now stand on its own without the crutches of the nation state.

Global Social Capital: The Victory of the Capitalist Mode of Production

The modern era of globalization is made possible by the completion of the three circuits of capital around the world.  This has lead to a global transformation and consolidation of capitalist means and social relations of production and with it a comprehensive proletarianization of labor into capital itself.  The facts on the ground enforce this capitalist regimen, but the effect of this transformation reaches up through the societal and political superstructure.  Thus, Social Capital in its modern incarnation must be defined more broadly, beyond the strict homogenization of labor as capital and direct circuits of capital.  Cyrus Bina offers a credible description of the modern parameters of social capital:

“… social capital (is) the realm of macroeconomic activity and the accumulation process as a whole.  It is an all-encompassing network of capital in its collectivity and undivided whole that provides a meaningful historical framework for the individual capital.  Social capital here constitutes a body composed of individual cells.  However, the aggregation of all individual cells may not represent the body as a whole.  ……  Social capital must be understood in its undifferentiated whole.  Social capital represents the hierarchal structures of accumulation and the labor process of capitalism.  It has hegemonic consequences for the reproduction of the economy, polity, and society.  Indeed social capital is the body that would give meaning to its functioning cells.  The most important task of social capital is the cheapening of labor power worldwide, that is, a tendency to constant technological revolution in order to devalue the realm of human activity.”  Bina  Pg. 48     

Trade is no longer between “national” entities.  The worldwide hegemony of social capital now enforces relations between capitals as an organic whole.  With the victory of the capitalist mode of production, as such, the dominant tendencies of the law of value have been unshackled, from their countervailing tendencies.  This has freed capital to be capital and search the world for cheapened labor power and the extraction of relative surplus value.  It no longer needs any flag to hide behind, as it is now universal, and free to seek its own interests. 

 The rules of the last 300 years, of the nation state, are being supplanted by the logic of accumulation and the global search for profits. 
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Value has a dual form in Marx.  The first form is the concrete manifestation as Market Price, which appears in the sphere of circulation as exchange.  Yet, Value is not synonymous with Market Price alone!  Value’s second form is the Socially Necessary Labor Time to produce a commodity.  Socially Necessary Labor is both Abstract (Labor Power in general valued as part of a global labor pool) and Concrete labor (Actual physical labor expended and embodied in a discrete commodity).  Abstract Labor values determine the Prices of Production and these Prices of Production dominate and regulate Market Prices.


The money form of value is determined simultaneously through Market Price, which is constantly fluctuating (short-run), and the Natural Price, or Prices of Production, which approximate direct labor values and thus act as a long-run gravitational regulator of market prices.  Thus, we find the order of determinacy:


Abstract Labor Value => Prices of Production => Market Prices
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Profits are the alpha and omega of capitalist social relations and accumulation.  Capitalism, as a system of self-expanding value, is a contentious relationship of competition between capitalists, workers and landlords with each party competing within its class and between its class in order to maximize their respective share of the total social product in the class specific form of, profits, rents and wages.  Capitalist markets are regulated by relative profitability, with capital flowing toward productive capitals that offer high rates of profit and away from productive capitals that realize low rates of profits.  Capitalists are compelled to compete with each other in order to maximize profits by any means necessary. 


 The “werewolf hunger” for profits drives capital in all of its forms around the globe, and changes the forces of production in such a way as to increase the capital to labor ratio in production.  (Rising Organic Compositions of Production)











On Motion: Contradiction: Contradiction within capitalist social relations drive the generalized competition inherent in the system of capitalism and organizes human society around turbulent and dynamic markets.  Being German and ever so Hegelian, Marx identifies Dominant and countervailing tendencies within the operations of capitalist accumulation.  The single most identifiable feature of capitalism is the systemic Dominant Tendency (Law) of the absolute necessity of capitalists to realize profits.  Profit maximization in a competitive market system drives the logic of capitalist behavior from simple commodity production through the development of capital as a whole, (World System). Dominant tendencies are known as economic "Laws," whose actual concrete manifestations are shaped (limited) by Countervailing Tendencies.  Countervailing tendencies take the form of the social aspects of the family, community, nation state, and prior Modes of Production, which constrain, civilize, coddle, or expand capital's accumulation process and stand in opposition to the systemic laws of capital.
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[Variable Capital + Constant Capital = Cost Price]
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