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Chapter 12: Supplementary Remarks 
1  The causes of a change in the prices of production 
As we saw in chapter 9, the two component parts of the price of production – cost price and average profit – 
are differently determined. Cost price – ‘the portion of [...] [the] commodity price that replaces the parts of the 
capital that are consumed in [...] production’1 – is ‘completely governed by the outlay within each respective 
sphere of production’;2 profit, on the other hand is governed ‘by the mass of profit that falls on average to each 
capital invested, as an aliquot part of the total social capital invested in the total production, during a given 
period of time. [This] profit [...] is independent of [...] [the] particular sphere of production, it is a simple average 
per 100 units of capital advanced.3

Marx argues: ‘In Volumes 1 and 2 we were only concerned with the values of commodities. Now a part of this 
value has split away as the cost price, on the one hand, while on the other, the production price of the commodity has 
also developed, as a transformed form of value.’

 

4 In other words, whereas previously the value of an individual 
commodity was seen as an undifferentiated mass, whose magnitude was singularly determined by the labour-
time socially necessary for its production, now we see the value of the commodity as differentiated, composed 
of elements whose determination is different. With regard to the production price of a commodity, cost price – 
‘the portion of [...] [the] commodity price that replaces the parts of the capital that are consumed in [...] 
production’5 – is ‘completely governed by the outlay within each respective sphere of production’;6 while 
average profit is governed ‘by the mass of profit that falls on average to each capital invested, as an aliquot part 
of the total social capital invested in the total production, during a given period of time. [This] profit [...] is 
independent of [...] [the] particular sphere of production […]’7

It follows from this that there can only be two possible reasons behind a change in a commodity’s price of 
production: either the element formed through the rate of general profit changes, or its cost price changes, i.e. 

 

                                                 
1 Karl Marx, Capital volume 3 (Harmondsworth, 1981) [hereafter C3], p. 258. 
2 C3, p. 258. 
3 C3, pp. 258-9. 
4 C3, p. 263.  
5 C3, p. 258. 
6 C3, p. 258. 
7 C3, pp. 258-9. Cf. Marx to Engels (30 April 1868) 
(<http://www.marxists.org/archive/marx/works/1868/letters/68_04_30.htm>): ‘What were treated in I as movements, 
whether of capital in a particular branch of production or of social capital – movements changing its composition, etc. – 
are now conceived as differences of the various masses of capital invested in the different branches of production. 
‘Then it turns out that, assuming the rate of surplus value, i.e. the exploitation of labour, as equal, the production of value and 
therefore the production of surplus value and therefore the rate of profit are different in different branches of production. But 
from these varying rates of profit a mean or general rate of profit is formed by competition. This rate of profit, expressed 
absolutely, can be nothing but the surplus value produced (annually) by the capitalist class in relation to the total of social 
capital advanced. […] 
‘What the competition among the various masses of capital – invested in different spheres of production and differently 
composed – is striving for is capitalist communism, namely that the mass of capital employed in each sphere of production should get a 
fractional part of the total surplus value proportionate to the part of the total social capital that it forms. 
‘[…] [T]his means that the price determination of the commodities must deviate from their values. 
‘The price thus equalised, which divides up the social surplus value equally among the various masses of capital in 
proportion to their sizes, is the price of production of commodities, the centre around which the oscillation of the market 
prices moves. 
‘Those branches of production which constitute a natural monopoly are exempted from this equalisation process, even if their 
rate of profit is higher than the social rate.’ 
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‘because more or less labour is required for its actual reproduction’.8

Evidently, both these reasons can operate at the same time. 

 

The rate of surplus-value may change for one of three reasons, the first of which we shall ignore. It may change 
changes because wages rise or fall below or above their normal level; failing this, it may change because the value 
of labour-power has fallen or risen, and this necessarily involves a change in the productivity of that labour 
directed at producing workers’ means of subsistence; or it may change because there is a change in ‘the ratio 
between the sum of surplus-value appropriated and the total social capital advanced.’9

Given that this latter change occurs independently of the rate of surplus-value, it can only take place because 
more or less total constant capital part is put to work by a given amount of variable capital; necessarily, then, a 
change in the productivity of labour – involving at least some commodities – must have occurred. Hence: 

 

Both of these cases are therefore covered by the following law: if the production price of a commodity 
changes as the result of a change in the general rate of profit, its own value may well remain unaffected. 
However, there must have been a change in its value relative to other commodities.10

A change in a commodity’s production price, if the general rate of profit remains unaltered, can only occur 
because of a change in the value of the commodity. This in turn can occur either because of a change in the 
productivity of the labour involved in the production of the commodity directly, or because of a change in the 
productivity of the labour involved in producing means of production that enter into it. 

 

Given the differential determination of prices of production: 

All changes in the price of production of a commodity can be ultimately reduced to a change in value, but 
not all changes in the value of a commodity need find expression in a change in the price of production, since 
this is not determined simply by the value of the particular commodity in question, but rather by the total 
value of all commodities.11

In addition, ‘A change in commodity A [...] may be balanced by an opposite change in commodity B, so that the 
general proportion remains the same.’
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2  The production price of commodities of average composition 
Price of production diverges from value for two reasons: 

1 because the production price of a commodity includes not its ‘own’ surplus-value, but average profit; 

2 because a commodity with a price of production determined in this way enters into the cost price of other 
commodities, ‘which means that a divergence from the value of the means of production consumed may 
already be contained in the cost price, quite apart from the divergence that may arise for the commodity 
itself from the difference between average profit and surplus-value.’13

Hence: 

 

It is quite possible, accordingly, for the cost price to diverge from the value sum of the elements of which 
this component of the price of production is composed, even in the case of commodities that are produced 
by capitals of average composition. Let us assume that the average composition is 80c + 20v . It is possible 

                                                 
8 C3, p. 308. 
9 C3, p. 307. 
10 C3, p. 308. 
11 C3, p. 308. 
12 C3, p. 308. 
13 C3, p. 309. 
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now that, for the actual individual capitals that are composed in this way, the 80c may be greater or less than 
the value of c , the constant capital, since this c is composed of commodities whose prices of production are 
different from their values. The 20v can similarly diverge from its value, if the spending of wages on 
consumption involves commodities whose prices of production are different from their values. The  workers 
must work for a greater or lesser amount of time in order to buy back these commodities (to replace them) 
and must therefore perform more or less necessary labour than would be needed if the prices of production 
of their necessary means of subsistence did coincide with their values.14

In terms of the constant capital element, it is clear from Marx’s comment (as it is from the previous chapters) 
that the value that is passed on to the commodity product is that value laid out (in money form) as constant 
capital, and that constant capital laid out is equal to the prices of production of the elements of means of 
production that enter into the production process. Independently of the fact that ‘value’ in itself can have no 
actual and manifested existence other than in the form of price
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For the above capital, with its composition of 80c + 20v , for example, the important thing as far as the 
determination of surplus-value is concerned is not whether these figures are the expression of actual values, 
but rather what their mutual relationship is; i.e. that v is one-fifth of the total capital and c is four-fifths.

 – now, prices of production – Marx’s argument 
is that what determines the value of the product of capitals of average composition (and hence their prices of 
production, for in the case of capitals of average composition the value of the product is equal to the price of 
production of the product by definition) is not whether the quantity of capital actually laid out is equal to the 
value of the factors of production but what that quantity actually is: 

16

So the value of the commodity product of a capital of average composition (whose surplus-value, by definition, 
is equal to average profit) is given by the sum of the prices of production of those elements of constant capital 
(in whole or in part) used up in production and by the total new value created. And the magnitude of this new 
value is given by the mass of labour expended in production: assuming the level of labour productivity, labour 
expended by a given number of workers working a given period of time at a given intensity. But out of this new 
value, the capitalist has to pay wages, has to, in other words, lay out variable capital along with constant. What 
determines the quantity of variable capital necessary? The productivity of labour, given the mass of constant 
capital, determines the total quantity of labour expended in production, and the value of the labour-power sold 
by the worker is given by the value of the means of subsistence necessary for its reproduction. But this value – 
of the means of subsistence – consists, as Marx explained in volume one, in more than the bare minimum 
necessary to keep the worker (and her family) alive and in a fit state to work, but also includes a large – and, over 
time, increasingly large – ‘moral-historical’ component, determined by many factors, not the least of which is the 
class struggle. It is important to grasp here that – intrinsic to developed capitalist relations of production – the 
worker is paid wages in the form of money: the worker sells her labour-power for money, and then uses this 
money to buy means of subsistence, i.e. the transaction is commodity exchange – C–M–C – and not barter.
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14 C3, p. 309. 

 At 

15 Karl Marx, Capital volume 1 (Harmondsworth, 1976) [hereafter C1], p. 139: ‘From this [the fact that commodities 
possess the character of values only insofar as they are expressions of ‘an identical social substance, human labour’, i.e. that 
their character as values is a social character] it follows [...] that it [i.e. value] can only appear in the social relation between 
commodity and commodity’, i.e. in exchange. ‘When, at the beginning of this chapter, we said in the customary manner that 
a commodity is both a use-value and an exchange-value, this was, strictly speaking, wrong. A commodity is a use-value or 
object of utility, and a “value”. It appears as the twofold thing it really is as soon as its value possesses its own particular 
form of manifestation, which is distinct from its natural form. This form of manifestation is exchange-value, and the 
commodity never has this form when looked at in isolation, but only when it is in a value-relation or exchange relation 
with a second commodity of a different kind.’ C1, p. 152. 
16 C3, p. 309. 
17 For Marx, ‘this [“the worker-capitalist relationship”] is an exchange between two owners of different types of 
commodities: one possessing labour-power to be sold to a “money-owner, Mr Moneybags”, and the other making use of 
this power. [...] However, this means that capitalists need access to money-capital and, at the same time, that workers’ 
monetary wages have become the social condition that will enable them to access indispensable consumption 
commodities. These ideas cannot be found in Adam Smith and Ricardo, preoccupied as they were by the minimal 



4 

any given moment, the price of labour is given.18 If it turns out that the value, in money form, laid out as variable 
capital, differs from the value of the means of subsistence to be bought with it, because those means of 
subsistence sell at a price of production lower than their value, then either labour is effectively bought (at least 
for a time) above or below its value; or the money wage – the variable capital advanced – changes in quantity.19

In the case of capitals of average composition, then, 

 
In the first case, the value of the commodity product of capitals of average composition (and hence, by 
definition of the word ‘average’ in this context, of the total social capital of the branch) is unchanged, as is the 
mass or profit (equal to the mass of surplus-value in capitals of average composition, and, again by definition, 
for the total social capital) and the rate of profit; there may be greater or lesser demand for means of 
subsistence, which will adjust the market-value, and hence market-prices, allowing capitalists operating in this 
sector, in the case of increased demand, the opportunity to realise surplus profit. There will, however, in the 
shorter or longer term, be a pressure – arising through competition between capitalists, between workers, and 
between capitalists and workers – to reduce or increase the money wage proportionally to the prices of 
production of the means of subsistence, which will lead us to the second case; as we saw in the previous chapter, 
however, all a fall or rise in wages (in the case of capitals of average composition, and hence in the total social 
capital) brings about is a redistribution of the new value created between capitalists and workers in the forms of 
wages and profit, leaving – given the productivity of labour – the value of the commodity product unchanged.  

because it [surplus-value] is equal to the average profit, the price of production= cost price+ profit [...] = 
which is equal in practice to the commodity’s value. In other words, an increase or decrease in wages in this 
case leaves [cost price + profit] [...] unaffected, just as it would leave the commodity’s value unaffected, and 
simply brings about a corresponding converse movement, a decrease or increase, on the side of the profit 
rate. If an increase or decrease in wages did affect the price of commodities in this case, the profit rate in 
these spheres of average composition would come to stand below or above its level in the other spheres. It is 
only in so far as their prices remain unaltered that the spheres of average composition maintain the same 
level of profit as the others. The same thing thus takes place in practice as if the products of these spheres 
were sold at their actual values. For if commodities are sold at their actual values, it is clear that with other 
circumstances remaining the same, a rise or fall in wages provokes a corresponding fall or rise in profit but 
no change in the commodity’s value, and that in no circumstances can a rise or fall in wages ever affect the 
value of commodities, but only the size of the surplus-value.20

 

  

3 The capitalist’s grounds for compensation 
In the process of the equalisation of the rate of profit capital is continually transferred between spheres of 
production, to where profit stands for now above the average; these movements of capital ‘tend to reduce the 
profit rate everywhere to the same common and general level.’21

                                                                                                                                                                                
composition of a basket of wage goods (salt, candles, leather, etc.) that are defined by their use-values and therefore 
expressed in profit-affecting cost terms for employers. [...] Marx [...], in introducing the labour-exploitation relationship 
specific to capitalism, needed to demonstrate that the monetary wage is an exchange relationship that is indispensable as 
money wages and money capital are necessary conditions of the capitalist relationship of production.’ Suzanne de 
Brunhoff, ‘Marx’s Contribution to the Search for a Theory of Money’, in Fred Mosley (ed.), Marx’s Theory of Money: Modern 
Appraisals (Basingstoke and New York, 2005), pp. 212-13. 

 What provokes the movement of capital are 

18 ‘The characteristic feature of variable capital is that a definite, given [...] part of capital, a given sum of value (assumed to 
be equal to the value of the labour-power, although it is immaterial here whether the wage is the same as, or more or less 
than, the value of the labour-power), is exchanged for a force that valorises itself and creates value – labour-power, which 
not only reproduces the value paid to it by the capitalist, but also produces a surplus-value, a value that did not previously 
exist and is not bought for an equivalent.’ Karl Marx, Capital, vol. 2  (Harmondsworth, 1978), pp. 295-6. 
19 Over the long term, of course, the value of labour-power may well be redefined through a modification of its moral-
historic component. 
20 C3, pp. 309-10. 
21 C3, p. 310. 
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market prices, according to which profit stands above the average in some places and below it in others.22 The 
movement of capital occurs not without problems, however: the existence of fixed capital can present practical 
difficulties. In addition, profits are not constant: a given industry may, at one time, yield extraordinarily high 
profits at one moment and extraordinarily low ones at others. However, ‘[c]apital soon learns to reckon with this 
experience.’23

The very nature of competition hides the fact that the movement of capital is ultimately determined by value that 
governs the movement of production;  

 

Competition, by its nature, exhibits the following features: 

1 average profits independent of the composition of capital; 

2 changes in prices of production as a result of changes in wages24 – ‘a phenomenon which at first sight 
seems completely to contradict the value relationship of commodities’;25

3 

 

‘fluctuations in market prices that reduce the average market price of a commodity over a given period of 
time, not to its market value but rather to a market price of production that diverges from this market value 
and is something very different’;26

‘All these phenomena seem to contradict both the determination of value by labour-time and the nature of 
surplus-value as consisting of unpaid surplus labour. In competition, therefore, everything appears upside down.’

 i.e., market prices diverge from values. 

27

As we saw in chapter 10, the equalisation of the rate of profit ‘take[s] place through the interplay of attraction 
and repulsion in which market prices attract or repel capital.’

 

28 However, over time, the very establishment of 
average market prices leads individual capitalists to ‘become conscious that certain differences are balanced out in this 
equalisation, [such that] [...] they take these into account in their calculations among themselves.’29 This is in turn 
taken as ‘grounds for compensation’: realising average profit comes to be seen as a ‘right’,30

In practice this always boils down to the situation that any circumstance that makes one capital investment less 
profitable and another one more so (and all these investments are taken as equally necessary, within certain 
limits) is invariably taken into account as a valid reason for compensation, without there being any need for the 
constant repetition of the activities of competition in order to demonstrate the justification for including such 
motives or factors in the capitalist's calculations. He simply forgets (or rather he no longer sees it, since   
competition does not show it to him) that all these grounds for compensation that make themselves mutually 
felt in the reciprocal calculation of commodity prices by the capitalists in different branches of production are 

 and compensation 
for risk, slow turnover, extra expenses is exacted in the form of higher prices. 

                                                 
22 Marx notes that ‘commercial capital’ is being left ‘out of consideration for the time being, as we have yet to introduce it, 
but as is shown by the paroxysms of speculation in certain favoured articles that suddenly break out, this can withdraw 
masses of capital from one line of business with extraordinary rapidity and fling them just as suddenly into another.’ C3, p. 
310. 
23 C3, p. 311. 
24 In the case of capitals of below and above average composition: cf. C3, pp. 302-6. 
25 C3, p. 311. 
26 C3, p. 311. 
27 C3, p. 311. 
28 C3, p. 311. 
29 C3, pp. 311-12. 
30 ‘This is based in turn on the idea that capital in each sphere of production has to participate according to its size in the 
total surplus-value extorted from the workers by the total social capital; or that each particular capital should be viewed 
simply as a fragment of the total capital and each capitalist in fact as a shareholder in the whole social enterprise, partaking 
in the overall profit in proportion to the size of his share of capital.’ C3, p. 312. 
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simply related to the fact that they all have an equal claim on the common booty, the total surplus-value, in 
proportion to their capital. It appears to them, rather, that the profit which they pocket is something different 
from the surplus-value they extort; that the grounds for compensation do not simply equalise their participation 
in the total surplus-value, but that they actually create profit itself, since profit seems to derive simply from the 
addition to the cost price made with one justification or another.31

Finally, Marx reminds us of his remarks in chapter seven,

 
32 in which he remarked on the capitalists’ inability to 

see that surplus-value is unpaid surplus-labour – because, one, of how they conflate production and 
reproduction, and, two, because it appears that the ‘acumen’ of the capitalist plays a decisive part in determining 
the rate of profit, and hence, from her point of view, to the mass of profit produced33

 

 – also applies to average 
profit. 

                                                 
31 C3, pp. 312-13. 
32 C2, pp. 235-6. 
33 ‘[T]he capitalist [...] [is] convinc[ed] [...] that his profit is due not to the exploitation of labour, but at least in part also to 
other circumstances independent of this, and in particular his own individual action.’ C3, p. 236. 
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