In Defense of Marxism:
An Introduction to

Marxist Economics

Along with Dialectical and
Historical ~ Materialism,  Marxist
economics forms the third main branch
of Marxism, above all the labor theory
of value. Marx spent his entire life
applying the dialectical method to an
analysis of the capitalist system - its
origins, inner workings, development,
and contradictions. In his masterpiece
Capital and several other works such
as Wage Labor and Capital, and
Value, Price, and Proyt, he goes into
meticulous detail explaining the way
the capitalist economic system works
- or rather, doesnd work

It is impossible to truly
understand this aspect of Marxism
without a solid grounding in the
dialectical method of Marxism. Because
of this, only a fully-rounded study of all
the aspects of Marxism can lead to an
understanding of these inter-related
ideas. This brief introduction by Alan
Woods and Rob Sewell covers many of
the basic ideas of Marxist economics.
These very complicated ideas can only
be outlined in such a short space, so we
encourage all our readers to explore
the rich, invaluable writings of Marx,
Engels, Lenin, and Trotsky.

Introduction

Today, under the impact of the
capitalist crisis, many workers have
developed a thirst for economics. They
are attempting to understand the forces
which dominate their lives. This brief
introduction to Marxist economics
attempts to provide the class-conscious
worker not with a complete account
of economics, but a guide to the basic
laws of motion of capitalist society
dominating his existence.

The shallowness of capitalist

economics is demonstrated by their
inability to understand the crisis
affecting their system. Its role is
to cover up the exploitation of the
working class and to fiproveo the
superiority of capitalist society. Their
quack fitheorieso and fisolutionso are
incapable of patching up the rotten and
diseased nature of capitalism. Only the
transformation of society on socialist
lines and the introduction of a planned
economy can end the nightmare of
unemployment, slump and chaos.

Only with a  Marxist
understanding of capitalist society
can the conscious worker cut through
the lies and distortion of the capitalist
economists and combat their inpuence
within the Labor Movement.

Conditions for Capitalism

Today, modern production
is concentrated in the hands of giant
companies. Wal-Mart, Exxon-Mobil,
General Motors, Ford, Enron, and
Citigroup, are some examples of
the yrms which dominate our lives.
Although it is true that small businesses
do exist, they really represent the
productionofthe pastandnotthe present.
Modern production is essentially a
mass, large-scale business.

At present, 200 top companies
together with 35 banks and ynance
houses control the British economy, and
account for 85 per cent of output. This
development has come about over the
past few hundred years through ruthless
competition, crisis and war. At the time
when the classical economists predicted
free trade in the future, Marx explained
the development of monopoly from
competition as the weaker yrms went
to the wall. Monopoly capitalism grew
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out of and abolished free competition.

Atyrstsight, it looks as if goods
and things are produced mainly for
peopleds needs. Obviously every society
has to do this. But under capitalism,
goods are not merely produced to
satisfy someonets want or need, but
primarily for sale. That is the paramount
function of capitalist industry.

In the famous words of an early
auto industry magnate, filom in business
to make money, not cars!o This is a
perfect expression of the aspirations of
the entire capitalist class.

The capitalist process of
production requires the existence of
certain conditions. Firstly, the existence
of a large class of property-less workers
who are obliged to sell themselves
piece-meal in order to live. Thus the
Republican and Democratic Partieso
conception of a fiproperty owning
democracy0d is an absurdity under
capitalism, because if the mass of the
population owned sufycient property
to be self-sufycient, the capitalists
would not ynd the workers to produce
their proyts. Secondly, the means of
production must be concentrated in
the hands of the capitalists. Over the
centuries, the peasants and those who
owned their own means of subsistence
were ruthlessly crushed and their
means of life appropriated by the
capitalists and landlords. They in turn
hire the workers to work these means
of production and produce surplus
value.

Value and Commodities

How does capitalism
work? How are workers exploited?
Where does proyt come from?
How are slumps caused?



In order to answer these
questions, we yrst need to learn the key
to the mystery: what is value? Having
solved this problem, the other answers
fall into place. An understanding of
value is essential for an understanding
of the economics of capitalist society.

To begin with, all the capitalist
yrms produce goods or services,
or more correctly they produce
commodities. That is a good or service
produced for sale only. Of course,
someone may make something for
his or her own personal use. Before
capitalism existed, many people
had to. But this is not a commodity.
Capitalist production is above all the
creation and Aimmense accumulation
of commoditieso. That is why Marx
himself started his investigation of
capitalism with an analysis of the
character of the commodity itself.

Every commodity has a use-
value for people. That means they
are useful to someone otherwise
they could not be sold. This use-
value is limited to the physical
properties of the commaodity.

They also contain a value. What
is it and how can it be shown?

If we leave the use of money
out for the time being, commodities,
when they are exchanged, fall into
certain proportions.

For example:

1 pair of shoes = 10 yards of cloth

1 watch =10 yards of cloth

3 bottles of whisky = 10 yards of cloth
1 car tire = 10 yards of cloth

Each of the items on the left
can be exchanged for 10 yards of cloth.
They also, in the same amounts, can be
exchanged with one another.

This simple example shows that
the exchange value of these different
commodities  expresses  something
contained in them. But what makes a
pair of shoes = 10 yards of cloth? Or 1
watch = 3 bottles of whisky?

Well, obviously, there must be
something common to all. Clearly it
is neither weight, color, nor hardness.

Again, it is not because they are useful.
Bread after all is worth less than a Roll
Royce, yet one is a necessity and the
other luxury. So what is the common
quality? The only thing in common is
they are all products of human labor.

The amount of human labor
contained in a commodity is expressed
in time: weeks, days, hours, minutes.

To go back to the example: all
these commaodities can be expressed in
terms of their common factor, labor-
time.

5 hours (labor) worth of shoes
5 hours (labor) worth of tires

5 hours (labor) worth of
watches
5 hours
whisky

5 hours (labor) worth of cloth

(labor) worth of

Average Labor

If we look at commodities as
use-values (their utility), we see them
as a fishoeo, fiwatcho, etc., as products
of a particular kind of labor - the labor
of the cobbler, watchmaker, etc. But
in exchange, commodities are looked
at differently. The special character
is lost sight of and they appear as
so many units of average labor. In
exchange we are now comparing the
amounts of human labor in general
contained in the commodities.
All labor, in exchange, is reduced
to average simple units of labor.

It is true that the commodity
produced by skilled labor contains
more value than that produced by
unskilled. Therefore in exchange, the
units of skilled labor are reduced to
so many units of unskilled, simple
labor. For example, the ratio of 1
skilled unit = 3 unskilled units, or
simply skilled labor is worth three
times as much as unskilled.

Explained simply, the value
of commodity is determined by the
amount of average labor used in its
production. (Or how long it takes to
produce). But left like this, it appears
that the lazy worker produces more
values than the most efycient worker!
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Let us take the example of
a shoemaker who decides to use the
outdated methods of the Middle Ages
to produce shoes. Using this method,
it takes him a whole day to make a
pair of shoes. When he tries to sell
them on the market, he will ynd that
they will only fetch the same as shoes
produced by the better-equipped,
more modern factories.

If these factories produce a
pair of shoes in, say half an hour, they
will contain less labor (and therefore
less value) and will be sold cheaper.
This will drive the shoemaker using
medieval methods out of business.
His labor producing a pair of shoes
after half an hour is wasted labor, and
unnecessary under modern conditions.
On pain of extinction he will be forced
to introduce modern techniques and
produce shoes at least equal to the
necessary time developed by society.

At any given time, using the
average labor, machines, methods, etc.,
all commodities take a particular time
to make. This is governed by the level
of technique in society. In the words of
Marx, allcommaodities mustbe produced
in a socially necessary time. Any more
time spent over and above this will be
useless labor, causing costs to rise and
making the yrm uncompetitive.

So to be more precise, the
value of a commodity is determined by
the amount of socially necessary labor
contained in the article. Naturally, this
labor time is continually changing
as new techniques and methods of
work are introduced. Competition
drives the inefycient out of business.

Thus we can also understand
why precious gems or metals have
more value than everyday items.
More socially necessary labor time is
needed to ynd, and extract and cut the
gems, than the production of ordinary
commodities. Their value therefore
being considerably higher.

Again - a thing can be a use
value without having any value, i.e.
a useful thing that has had no labor
time spent on its production: air,
rivers, virgin soil, natural meadows,















