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Chapter 6: The Effect of Changes in Price 
1  Fluctuations in the Price of Raw Material; Their Direct Effects on the Rate of Profit 
The following points should be noted at the outset. 

• We maintain our assumptions here of a constant mass and rate of surplus-value.1

• 

 

Given π = δ    ,2 any change in the price of raw materials will affect C, and therefore necessarily π, 

independently of changes in v, s or δ.3

• 

 

Under the heading of ‘raw material’4 we also include ancillary materials,5

If the price of raw material falls by a sum d, then  becomes 
–

 , i.e. 
–

 , and the rate of profit rises.

 machinery insofar as it has its 
own raw material, such that its price is also affected by fluctuations in the prices of raw materials. 

6

Fluctuations in the price of raw materials affect the price of the commodity product more so than that of the price 
of fixed capital, given that the former enters in its entirety into the product while the latter only does so in a 
piecemeal way, as it depreciates, even though the rate of profit is determined by the value of the total capital 
deployed, independently of the degree to which it is consumed in production.

 

The converse also happens. 

Two observations arise at this point. First, it should be clear here how important low raw material prices in general 
are for industrialised countries; second, this indicates the importance of foreign trade in the determination of the 
rate of profit, independently of any effect on wages through the cheapening of the necessary means of subsistence. 
This explains the antipathy on the part of industry towards import duties on raw materials. 

7

With the increase in the productivity of labour, the size and value of machines used in production grows too, but 
not in the same proportion, i.e. not in proportion to the degree to which these machines supply an increased 

 

                                                 
1 Although Marx observes that a constant rate of surplus-value might produce a different mass of surplus-value if the number 
of workers employed changed under the circumstances we are about to consider here. 
2 Karl Marx, Capital volume 3 (Harmondsworth, 1981) [hereafter C3],  p. 167. 
3 Naturally, changes here may compensate each other, with the resulting effect of a constant rate of profit. 
4 Let us recall Marx’s definition from volume 1: ‘If […] the object of labour has, so to speak, been filtered through previous 
labour, we call it raw material. For example, ore already extracted and ready for washing. All raw material is an object of 
labour, but not every object of labour is raw material; the object of labour counts as raw material only when it has already 
undergone some alteration by means of labour.’ Karl Marx, Capital, vol. 1 (Harmondsworth, 1990, pp. 284-5. 
5 Note Marx’s comment in volume 2: ‘one part of the ancillary material – coal for heating, gas for lighting, etc. – is consumed 
in the labour process without physically entering the product, while another part does enter the product bodily and forms the 
material of its substance. All these differences are irrelevant, however, as far as circulation and hence the mode of turnover are 
concerned. Insofar as ancillary and raw materials are completely consumed in the formation of their product, they transfer 
their entire value to the product.’ Karl Marx, Capital volume 2 (Harmondsworth, 1978) [hereafter C2], p. 244. 
6 The text (C3, p. 201) mistakenly here says ‘falls’. 
7 Marx notes the following in passing: ‘It is evident [...] – even if [...] we are still assuming here that commodities are sold at 
their values and are not yet concerned with the fluctuations in price that are brought about by competition – that the expansion or 
contraction of the market depends on the price of the individual commodity and stands in an inverse relationship to the rise 
or fall in this price. It happens in fact, therefore, that a rise in the price of raw material does not lead the price of the 
manufactured product to rise in the same proportion, or to fall in the same proportion when the price of the raw material 
falls. The rate of profit thus falls more sharply in the one case, and rises more sharply in the other, than would be the case if 
commodities were sold at their values [i.e. if there were no competition].’ C3, p. 203, italicisation added. 



2 
 

product. In areas of production which employ raw materials, then, a rise in the productivity of labour finds 
expression in the degree to which a greater quantity of raw material is worked up into product in a given period of 
time. In function of the rise of the productivity of labour, therefore, raw material forms a greater part of the 
finished commodity product as the parts arising from the depreciation of fixed and variable capital relatively 
decline.8

2  Revaluation and Devaluation of Capital; Release and Tying-Up

 

We also need to note that, since raw materials and ancillaries are elements circulating capital, they must be replaced 
out of every sale of the product (unlike in the case of fixed capital, whose depreciation only is replaced, and in the 
first place in the form of a reserve fund); if the price realised by the sale of the commodity product results 
insufficient for the replacement of this circulating capital then the reproduction process in general may be 
disrupted.  

 
9

What is meant by the revaluation and devaluation of capital is ‘that the capital present increases or decreases in 
value as the result of certain general economic conditions [...], i.e. that the value of the capital advanced to 
production rises or falls independently of its valorisation by the surplus labour it employs.’

 of Capital 

10 By the ‘tying up’11 of 
capital what is referred to is the need for an additional proportion of the commodity product be transformed back 
into capital for production to continue on the same scale; the ‘release’ of capital refers to the opposite 
phenomenon.12

I  Constant circulating capital

 To what extent these are the same phenomena we shall see shortly below. 

 
13

We shall start by considering changes in the value of raw materials. We noted above

 

The revaluation and devaluation of capital may affect constant capital, variable capital, or both; and, with regard to 
constant capital, either fixed constant capital, or circulating constant capital, or both. 

14 that, in principle, because of 

π = 
–

 , the rate of profit rises or falls as the price of raw materials falls or rises. But this applies to ‘capital 

that is newly engaged in a certain business and where the investment of capital, the transformation of money into 
productive capital, takes place for the first time.’15

                                                 
8 Unless, of course, this effect is cancelled out by a fall in the value of the raw material brought about by a rise in the 
productivity of the labour deployed in its own production. 
9 We here ignore ‘the credit system and competition on the world market, the latter being the very basis and living atmosphere 
of the capitalist mode of production’. C3, p. 205. 
10 C3, 206. 
11 ‘Bindung’. 
12 Phenomena, Marx observes, to be distinguished from the tying up and release of revenue, which occur when a cheapening of 
those commodities that form the consumption of the capitalist free up revenue for either additional consumption or 
accumulation, or when the capitalist’s consumption commodities rise in price, necessitating either a restriction on 
consumption on the part of the capitalist or the spending of a part of her income originally intended for accumulation as 
revenue. 
13 Where I insert my own subheadings, they appear, as here, in san-serif type. 
14 C3, p. 201. 
15 C3, pp. 206-7. 

 But what of already-functioning capital? This will be found either 
in the circulation sphere – on the market, as commodity product as yet unsold, as money yet to be transformed into 
elements of production – or still in production, as products as yet still in the course of completion. The effect of 
fluctuation of the value of the elements of capital on these parts of the capital depends in good part on the relative 
proportions of these parts. 
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To consider simply the effect of the fluctuation of the value of raw material, let us imagine a rise in the price of 
cotton. With the rise in the price of cotton the price of finished and semi-finished cotton goods, as well as that of 
cotton in the warehouse as yet not worked up, rise too. In this last case, ‘[a]s the retrospective expression of more 
labour-time, this cotton adds a higher value to the product which it goes into as a component than it possessed 
originally and the capitalist paid for it.’16 If the proportion of cotton goods already on the market when the price of 
cotton rises is sufficiently high, the rise in the value of capital provoked may counteract the effect of the rise of the 
raw material on the rate of profit.17

Naturally, the reverse also occurs: ‘a fall in the price of raw material which would otherwise increase the rate of 
profit, if all other circumstances were the same. [may provoke that] [t]he commodities on the market, articles still in 
preparation and stocks of raw material are all devalued, [...] counteract[ing] the simultaneous rise in the rate of 
profit.’

 

18

When we look at fixed capital we can make the following general observation.

 

Since the rate of profit is precisely the ratio of the surplus-value – the excess of the product – to the value of the 
capital deployed, a fall in the value of capital of the type just discussed might provoke a rise in the rate of profit and 
a fall in the value of capital a fall in the rate of profit. 

 

II  Fixed capital 
19

                                                 
16 C3, p. 207. 
17 In addition, Marx notes, the effect of competition – even though in reality we have not dealt with this yet – of supply over 
demand, may also suppress the effect of the rise of the price of the raw material on the price of the product. 
18 C3, p. 208. Marx notes here that the reason for a change in price – whether it arises because of a change of value or ‘as a 
result of the intervention of the credit system, competition, etc.’ (C3, p. 208)  –  is a matter of indifference as to its effect. 
19 ‘General’ only because we are not yet in a position to incorporate the question of ground-rent into our analysis. 

 

Improvements in machinery rob machinery already deployed of a part of its use-value, hence exchange-value, 
before it has had time to reproduce its value. This is especially pronounced before a new type of machinery reaches 
a level of ‘maturity’: machines are quickly supplanted or partially devalued by newer, more productive machines. 
Once a certain level of maturity is reached, further devaluation occurs as the reproduction of fixed capital is 
improved: machinery is now partially devalued it they can now be reproduced more cheaply. 

 

III  Variable capital 

Assuming a constant working day, if the value of labour-power rises because the value of means of subsistence 
rises, or the converse, prima facie revaluation means a fall in surplus-value and devaluation means a rise. Here we 
now need to consider the release and tying-up of capital. 

A fall in wages fall because of a fall in the value of labour-power supposes, for newly-invested capital, a rise in the 
rate of surplus-value. This is also true for capital already invested, but in addition in this case, if production is to be 
carried on on the same scale as before, variable capital is released, i.e. capital that would have been used to buy 
labour-power is set free. This capital set free is now available to expand production, either in the existing productive 
branch or in a new one. If, however, wages rise, then, as is the case for newly-invested capital, not only does the 
rate of surplus-value fall, but, for already-invested capital, capital to the value of the rise in wages needs to be found 
to buy the same quantity of wages in order to continue production on the same scale, i.e. and especially, to maintain 
the fixed capital in full operation, as before. 
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IV  The disruption in reproduction provoked by price fluctuations 

If variable capital may be released through a fall in the value of labour-power, it may also be so should a rise in the 
productivity of labour require fewer workers to complete a given level of production. (The reverse is also true). 
Should the capital set free here be redeployed as constant capital what has happened is a change in the distribution 
of capital between its variable and constant components, a redistribution which will change both the mass and rate 
of surplus-value but which is not the same as the release of capital just discussed. 

Constant capital can also be tied up or released through a rise (or fall) in the value of its material components. 
Constant capital can also be tied up if a rise in the productivity of labour requires the use of more constant capital 
for a given mass of variable capital. 

The difficulty in these cases is that, as we saw in volume 2,20 both the value and material the proportions of the 
elements of production, labour-power and means of production, are determined by the technical character of the 
production process involved. Apart from labour-power, the element of production most sensitive to fluctuations in 
price is raw materials: the wear-and-tear of fixed capital may practically be paid for at any point in its turnover time; 
raw materials must be replaced, and in the correct quantity, immediately with the sale of the commodity product. 
‘Violent fluctuations in price [or raw materials] thus lead to interruptions, major upsets and even catastrophes in the 
reproduction process.’21

Raw materials of organic origin, which are the most susceptible to such fluctuations, are also those whose 
production, being conditioned by natural circumstances, cannot be increased significantly according to the changing 
needs of production. ‘It is possible, therefore, and indeed unavoidable when capitalist production is fully developed, 
that the production and increase of the portion of constant capital that consists of fixed capital, machinery, etc. may 
run significantly ahead of the portion consisting of organic raw materials, so that the demand for these raw 
materials grows more rapidly than their supply, and their price therefore rises.’

 

22 Price rises and a consequent 
expansion of production (sourcing from other – often more distant – locations, use of surrogates) in turn provoke a 
decline in demand, pushing prices down. Production contracts, and the cycle begins again. ‘The moral of the tale, 
which can also be extracted from other discussions of agriculture, is that the capitalist system runs counter to a 
rational agriculture, or that a rational agriculture is incompatible with the capitalist system (even if the latter 
promotes technical development in agriculture) and needs either small farmers working for themselves or the 
control of the associated producers.’23

                                                 
20 ‘We know that the value or price of labour-power is paid to its proprietor, who offers it for sale as a commodity, in the form 
of wages, i.e. as the price of a sum of labour that contains surplus labour. [...]. The means of production to be purchased must 
be sufficient in quantity and volume to employ this amount of labour. 

‘Thus M – C  does not simply express the qualitative relationship in which a certain sum of money [...] is transformed into 
means of production and labour-power of a corresponding sum, but also a quantitative ratio between the portions of the 
money spent on labour-power [...] and on means of production [...], this ratio being conditioned from the start by the excess 
or surplus labour that the number of workers involved have to expend.’ C2, pp. 110-11. 
21 C3, p. 213. 
22 C3, p. 213-4. 
23 C3, p. 216. 

 

Marx concludes the chapter with detailed excerpts from Factory Inspectors’ reports, which illustrate the last made 
points, and a chronology of the ‘cotton crisis’ of 1861-5. 


