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Chapter 13: The Law Itself 
 

Given that the substance of this chapter bases itself on matters that Marx has already addressed in volume 1, 
some of the more salient relevant points are summarised here below. 

 

relative and absolute surplus-value 

If the amount of surplus-value produced by the worker were only dependent on to what degree her working day 
could be prolonged beyond the time necessary to reproduce her labour power, extending surplus labour time, 
the former supposes a natural limit. But surplus labour time can also be extended by shortening necessary labour time, 
through reducing the value of labour-power. This in turn can be achieved through a rise in the productivity of labour 
and a consequent cheapening of the commodities necessary for labour-power’s reproduction. 

That surplus-value produced by a simple lengthening of the working-day Marx  calls absolute surplus-value; that 
arising from the curtailment of necessary labour relative surplus-value. 

Clearly, the value of labour-power can only be lowered if productivity is increased in those branches of industry 
whose products determine the value of labour-power, viz. products of direct subsistence, or products which 
form the means of production of products of direct subsistence. The reduction in the value of labour-power is 
the overall sum of all the reductions in necessary labour-time in the various branches of industry that enter as 
components in the value of labour-power, i.e. it is the consequence of a number of independent acts, necessarily 
carried out without joint agreement as to their final effect. 

 

the motive of the capitalist 

If when an individual capitalist cheapens a product, through an increase in productivity, she contributes to the 
overall cheapening of labour-power; but this result cannot be her intention.1

But what ‘other reasons’?. 

 The drive to increase productivity 
occurs for other reasons, even if it objectively results in a cheapening of labour-power. 

If one hour’s labour is embodied in 6p, i.e. a new value of 72p will be produced in a working day of 12 hours. In 
conditions of currently prevailing productivity, in those 12 hours 12 articles are produced. The value of means 
of production used in the production of each article is 6p. 

Each finished article therefore costs (i.e. has the value of) 12p: 6p new value (necessary labour plus surplus 
labour), and 6p means of production. 

If the capitalist now doubles her productivity, she can now produce 24 articles in the same time that it 
previously took to produce 12. If the value of means of production used in each remains the same, the price 
(value) of each article will now fall to 9p: 3p new value, and 6p means of production. 

If we assume that the means of increasing productivity is confined (for the moment) to one capitalist, her 
articles have a value which is below their social value, which remains as before: 12p, or 2 hours’ social labour: 

The real value of a commodity [...] is not its individual, but its social value; that is to say, its value is not 
measured by the labour-time that the article costs the producer in each individual case, but by the labour-time 
socially necessary for its production.2

Our capitalist has the option of selling her articles, produced under the new method, at their social value, and, if 
she did this, she would sell each at 3p above its real value, realising an ‘extra’ surplus-value of 3p per article. 

 

                                                 
1 ‘The general and necessary tendencies of capital must be distinguished from the forms of appearance.’ Karl Marx, Capital 
vol. 1 (Harmondsworth, 1990) [hereafter C1], p. 433. 
2 C1, p. 434 (my emphasis). 
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But there is a problem. All this has come about because of a rise in productivity, i.e. twice as many articles as 
before are now being produced. Thus in order to realise the extra surplus-value, twice as many articles must now 
be sold. All else being equal, these extra commodities can only command a share of the market through a 
reduction in the article’s price. 

The capitalist sells therefore below social value but above real value, say at 10p per article, realising an extra 
surplus-value of 1p out of each. For our capitalist, that this extra surplus-value accrues to her is independent of 
whether or not her product contributes to a fall in the overall value of labour. This is the individual motive for 
capitalists to increase the productivity of labour. 

 

relative surplus-value and productivity 

The value of commodities (including labour-power) stands in inverse ratio to the productivity of labour. 12 
hours’ labour will always produce the same new value, independently of the number of articles produced. But 
relative surplus-value and productivity are proportional: if a rise in productivity produces a fall in the value of 
the means of subsistence (and hence in the value of labour-power) relative surplus-value will rise proportionally. 
‘Capital therefore has an immanent drive, and a constant tendency, towards increasing the productivity of 
labour, in order to cheapen commodities, and, by cheapening commodities, to cheapen the worker himself.’3

Is the capitalist interested in the value of the finished product? Not at all: the only thing that interests the 
capitalist is the surplus-value contained in it, and the realisation of this latter. Since relative surplus-value increases 
proportionally to the productivity of labour, and the value of commodities falls proportionally to the 
productivity of labour, the same process both cheapens commodities and augments the surplus-value they contain. 
Thus the capitalist, whose sole interest is the production of exchange-value, constantly drives to bring down the 
exchange-value of her commodities. 

 

 

accumulation and demand for labour-power 

As capital is accumulated, i.e. as surplus-value is redeployed as capital, given a constant composition of capital, 
the demand for labour will rise in proportion to the growth of capital. 

As simple reproduction constantly reproduces the capital-relation itself, i.e. the presence of capitalists on the 
one side, and wage-labourers on the other side, so reproduction on an expanded scale, i.e. accumulation, 
reproduces the capital-relation on an expanded scale, with more capitalists, at one pole, and more wage-
labourers at the other pole.4

Marx quotes himself (from Wage Labour and Capital): ‘Accumulation of capital is therefore multiplication of the 
proletariat.’

 

5 The accumulation of capital and the growth of the workforce are not distinct processes interacting 
with each other; they but two distinct aspects of one and the same process.6

Marx argues against Malthus and his ‘natural law of population’: 

 

The law of capitalist production which really lies at the basis of the supposed ‘natural law of population’ can 
be reduced simply to this: the relation between the unpaid labour which has been transformed into capital 
and the additional paid labour necessary to set in motion this additional capital. It is therefore in no way a 
relation between two magnitudes which are mutually independent, i.e. between the magnitude of the capital 
and the numbers of the working population; it is rather, at bottom, only the relation between the unpaid and 

                                                 
3 C1, p. 437. 
4 C1, p. 763. 
5 C1, p. 764. 
6 And it is the understanding of this very phenomenon that led classical political economy to the erroneous idea that the 
accumulation of capital could be exclusively put down to the consumption on the part of productive workers (see C1, pp. 
734-8). 
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paid labour of the same working population. If the quantity of unpaid labour supplied by the working class 
and accumulated by the capitalist class increases so rapidly that its transformation into capital requires an 
extraordinary addition of paid labour, then wages rise and, all other circumstances remaining equal, the 
unpaid labour diminishes in proportion. But as soon as this diminution touches the point at which the 
surplus labour that nourishes capital is no longer supplied in normal quantity, a reaction sets in: a smaller part 
of revenue is capitalised, accumulation slows down, and the rising movement of wages comes up against an 
obstacle. The rise of wages is therefore confined within limits that not only leave intact the foundations of 
the capitalist system, but also secure its reproduction on an increasing scale.7

 

 

accumulation and the composition of capital 

As the worker’s productivity rises, so too does the mass of means of production with which she works. The 
relationship between these two factors is a dialectical one: if a greater productivity of labour means that labour 
will process a greater mass of raw materials, the concentration of the production and its instruments is itself a 
condition of the rising productivity of labour. Nevertheless, we can say that ‘the growing extent of the means of 
production, as compared with the labour-power incorporated into them, is an expression of the growing 
productivity of labour.’8

This in turn expresses itself as a change in the value composition of capital; that this latter is not identical to the 
former is explained by the fact that, while the mass of means of production consumed by labour rises, the value 
of each unit of this mass, precisely because of the rise in the productivity of labour, falls: their total value rises 
but not to the same extent as the rise in their mass. 

 Thus alongside an increasing productivity of labour there necessarily occurs a growth in 
the mass of means of production compared to the mass of labour-power, and thus a change in the technical 
composition of capital. 

Marx also emphasises that a lessening of the relative proportion of variable capital does not in itself entail an 
absolute fall. 

 

accumulation and the productivity of labour 

An increase in the productivity of labour on a social (rather than individual) scale presupposes a certain degree 
of co-operation in production: 

how the division and combination of labour can only be organised on that basis, and the means of 
production economised by concentration on a vast scale; how instruments of labour which, by their very 
nature, can only be used in common, such as systems of machinery, can be called into existence; how gigantic 
natural forces can be pressed into the service of production; and how the production process can be 
transformed into a process of the technological application of scientific knowledge.9

Here, there are two specificities of capitalist production that we need to keep in mind. 

 

First, given the production of commodities, i.e. given that the means of production are the private property of 
private persons, co-operation can only come about on the basis of an increase in private capitals, and ‘in 
proportion as the social means of production and subsistence are transformed into the private property of 
capitalists.’10

The second, which flows from the above, is that a precondition of capitalist production is a certain accumulation 
of capital in the hands of private producers. This accumulation, without which co-operation cannot occur, and 
which Marx calls ‘original accumulation’, is not necessarily a capitalist accumulation. 

 Commodity production means that large-scale production must have a capitalist form. 

                                                 
7 C1, p. 771. Thus while Malthus sees population growth as the independent variable that determines everything else, for 
Marx the derterminans is capitalist accumulation. 
8 C1, p. 773 (my italicisation). 
9 C1, p. 775. 
10 C1, p. 775. 
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However, once capitalist production properly so-called has been established, all the methods for raising the 
social productivity of labour are at the same time methods for increasing the production of surplus-value. And, 
since surplus-value is the formative element of the accumulation of capital, the methods for increasing the 
productivity of labour are at the same time methods for the ‘production of capital by capital’, the accumulation 
of capital. And the continuous reconversion of surplus-value into capital, which continuously increases the 
magnitude of capital that enters production, itself leads to the raising of the productivity of labour. 

If, therefore, a certain degree of accumulation of capital appears as a precondition for the specifically 
capitalist mode of production, the latter reacts back to cause an accelerated accumulation of capital. With the 
accumulation of capital, therefore, the specifically capitalist mode of production develops, and, with the 
capitalist mode of production, the accumulation of capital.11

And, of course, the rise in productivity in labour which we now see supposed by capitalist production itself leads 
inevitably to change in capital’s composition. 

 

 

accumulation at the level of the individual capital and the concentration and centralisation of capital 

Each individual capital is a concentration of means of production, each with command over its own army of 
workers. As accumulation increases the wealth already in the hands of the individual capitalist, ‘the growth of the 
social capital is accomplished through the growth of many individual capitals.’12

The accumulation of capital, i.e. the addition of surplus-value to already existing capital, takes the form of the 
‘concentration’ of social wealth.

 

13

This concentration of capital would occur at the level of the individual capital proportionally as it did at the level 
and rate of the total social capital were it not for the tendency – in good part resulting from the division of 
property within capitalist families – for ‘offshoots’ of capital to break away to form new capitals. Thus, within 
each branch of production social capital is concentrated in an increasing number of mutually independent and 
competing capitals. ‘Accumulation, therefore, presents itself on the one hand as increasing concentration of the 
means of production, and of the command over labour; and on the other hand as repulsion of many individual 
capitals from one another.’

 

14

But there is another process at work here, which counteracts the fragmentation and repulsion of capital inherent 
in its accumulation. For the also occurs a process whereby already existing smaller capitals are merged, forcibly 
or otherwise, into bigger ones. This Marx calls the ‘centralisation’ of capital, ‘the expropriation of capitalist by 
capitalist’,

 

15 whereby many small capitals are transformed into a lesser number of larger capitals. ‘Capital grows 
to a huge mass in a single hand, because it has been lost by many in another place.’16

How does this centralisation come about? Marx alerts us to the fact that we can here only deal with a few details, 
rather than engage in a more thorough treatment, but he nevertheless lists the following mechanisms. 

 The centralisation of capital 
differs from the concentration that occurs through accumulation in that it represents a redistribution of capital 
within the sphere of the whole social capital already deployed, rather than arising from the simple concentration 
of surplus-value at the level of and between already existing individual capitals. 

1 Competition fought out through the cheapening of commodities. Since the productivity of labour comes about, all 
else being equal, through economies of scale, big capitals will win out over small ones. 

                                                 
11 C1, p. 776. 
12 C1, p. 776. 
13 ‘Takes the form of’ is my interpretation; Marx says ‘increases’, i.e. suggests that we are talking about two processes 
instead of one, the one determining the other. 
14 C1, pp. 776-7. 
15 C1, p. 777. 
16 C1, p. 777. 
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2 Forcing of smaller capitals into fields of production relatively unexploited by capitalist production. In these fields, 
competition between capitals grows proportionally to the number of capitals, and inversely to their 
size. 

3 Credit. Credit sucks disposable money from elsewhere in society and places it at the disposal of the 
capitalist, transforming itself into ‘a new and mighty weapon in the battle of competition.’ It is ‘the 
specific machine for the centralisation of capital.’ 

Centralisation in turn intensifies with the development of capitalist production, in turn accelerating that 
development, enabling the more rapid attainment of large-scale production: ‘The increasing bulk of individual 
masses of capital becomes the material basis of an uninterrupted revolution in the mode of production itself.’ 

The centralisation of capital impacts on the productivity of labour – which is ‘made to ripen as in a hothouse’ – 
and thus, in turn, on the technical, and value, composition of capital. ‘The degree to which the means of 
production are means of employment for the workers lessens progressively as those means become more 
extensive, more concentrated, and technically more efficient.’ This effect is at first limited to the new capital 
added through accumulation, but as old capital is renewed it is increasingly rapidly extended here too. ‘On the 
one hand [...], the additional capital formed in the course of further accumulation attracts fewer and fewer 
workers in proportion to its magnitude. On the other hand, the old capital periodically reproduced with a new 
composition repels more and more of the workers formerly employed by it.’17

 

 

accumulation the increasing superfluity of the working population 

The original appearance of the accumulation of capital is its quantitative extension; it comes to fruition, however, 
through a progressive qualitative change in its composition, between its constant and relative components. 

When accumulation reaches this developed form, the rise in level of the productivity of labour intrinsic to 
capitalist production, and the change in the organic composition which takes place as a consequence of this, do 
not simply keep pace with the progress of accumulation, they proceed at a quicker rate. This is precisely because 
the expansion of total social capital – concentration – is accompanied by the centralisation of its individual 
elements. 

Thus, since the demand for labour is determined not by the extent of total capital but only by its variable part, 
instead of rising in proportion to the growth of the extent of total capital (as we have been assuming), 
proportionally it falls, and at an increasing rate. Although, as total capital grows, its variable component grows 
too, it increasingly does so in a constantly diminishing proportion. 

On top of the fact that an accelerated accumulation of capital is necessary not only to absorb additional workers 
but also to maintain those already employed (given the renewal of old capital on a newly composed basis), 
accelerated accumulation in itself forces further change in the composition of capital. 

The form of appearance of this state of affairs – the progressive diminution of the variable component of capital 
which takes place with the accelerated increase in the magnitude of total capital, whose rate outstrips that of the 
growth of total capital – is an absolutely increasing working population, forever and increasingly in excess of 
variable capital, i.e. the means of employment. 

But in fact it is capitalist accumulation itself that constantly produces, and produces indeed in direct relation 
with its own energy and extent, a relatively redundant working population, i.e. a population which is 
superfluous to capital’s average requirements for its own valorisation, and is therefore a surplus population.18

                                                 
17 C1, pp. 780-1. 

 

18 C1, p. 782. 
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This is the capitalist law of production: that ‘the working population [...] produces both the accumulation of 
capital and the means by which it is itself made relatively superfluous; and it does this to an extent which is 
always increasing.19

 

 

accumulation and the supply of and demand for labour 

Classical political economy, which believes that wages rise as a consequence of the accumulation of capital, and 
that the rise in wages stimulates population growth, confuses the laws which regulate the general movement of 
wages with those that determine the distribution of the population between different spheres of production. 
True, where, owing to circumstances, local accumulation, and consequently profits, become particularly active, 
the demand for labour forces wages up and attracts workers in, up to the point where the supply of labour-
power begins to outstrip demand, and the trend is reversed. 

But these local oscillations of the labour-market do not explain the relation between the total sum of labour-
power and the total social capital. In reality, the accumulation of capital renders on the one hand the demand for 
labour free from the increase in capital, and on the other the supply of labour free from the increase in size of 
the working class. For if the accumulation of capital increases the demand for labour, at the same time it sets 
labour ‘free’, while, in addition, unemployed labour, through competition, compels the employed to furnish 
more labour, making the supply of labour relatively independent from the size of the working population. It is 
the accumulation of capital itself which regulates the supply and demand of labour. 

 

 

* * * 

 

 

We are now in a position to return to Marx’s argument in volume 3.  

 

 

I  The tendency of the rate of profit to fall as the expression of the capitalist development of the productivity 
of labour20

Assuming fixed wages and a fixed working day, if we take a fixed rate of surplus-value of 100 % , this last, as we 
have seen, will express itself, in function of the value composition of capital, as very different rates of profit. 
‘The same rate of surplus-value, therefore, and an unchanged level of exploitation of labour, is expressed in a 
falling rate of profit, as the value of the constant capital and hence the total capital grows with the constant 
capital’s material volume.’

 

21

Hence, a ‘gradual growth in the constant capital, in relation to the variable, must necessarily result in a gradual fall 
in the general rate of profit, given that the rate of surplus-value, or the level of exploitation of labour by capital, 
remains the same.’

 

22 It is, moreover, a law of capitalist development that there occurs a relative decline in the 
relation of variable capital to constant.23

                                                 
19 As Marx points out, every historical mode of production produces a law of population peculiar to it: ‘an abstract law of 
population exists only for plants and animals, and even then only in the absence of any historical intervention by man.’ 
(C1, p. 784.) 

 

20 Where I insert my own subheads they appear, as here, in sans serif type. 
21 Karl Marx, Capital volume 3 (Harmondsworth, 1981) [hereafter C3], p.317. 
22 C3, p. 318. 
23 C1, pp. 429-38; 772-81. 
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This progressive decline in the variable capital in relation to the constant capital, and hence in relation to the 
total capital as well, is identical with the progressively rising organic composition, on average, of the social 
capital as a whole. It is just another expression for the progressive development of the social productivity of 
labour, which is shown by the way that the growing use of machinery and fixed capital generally enables 
more raw and ancillary materials to be transformed into products in the same time by the same number of 
workers, i.e. with less labour.[...] [T]his tendency leads to a rising organic composition of the total capital, and 
the direct result of this is that the rate of surplus-value, with the level of exploitation of labour remaining the 
same or even rising, is expressed in a steadily falling general rate of profit.24

Hence: ‘The progressive tendency for the general rate of profit to fall is thus simply the expression, peculiar to the 
capitalist mode of production, of the progressive development of the social productivity of labour.’

 

25

It would be worth reminding ourselves here of Marx’s use of the concept of the organic composition of 
capital.

 

26 Marx identifies the what he calls the ‘technical’ composition of capital as the physical ratio between 
labour-power and means of production: as the ratio between a given amount of labour-power (assuming the 
intensity of labour and the working day as fixed, then the number of workers27

He also identifies the ‘value’ composition: this is the ratio between variable capital and constant capital: the 
money laid out on wages and the money laid out on fixed and constant circulating capital for a given period of 
production. This is a relation between two money values. 

) and the physical quantity of fixed 
capital and circulating constant capital absorbed by this labour-power, i.e. transformed into commodity product. 

Now, many things can change the value composition, not only the physical proportions between variable and 
constant capital: a change in price of any of the factors of production, all else being equal, will affect it (and, ‘all 
else being equal’, will do so without changing the technical composition. But the organic composition of capital is a 
concept that refers exclusively to those changes in the value composition wrought by changes in the technical 
composition. The organic composition is the value relation, as Marx puts it, ‘in so far as this is determined by its 
technical composition and reflects it.’28

Hence the organic composition of a given capital cannot be conceived of as a static magnitude: it is not a fixed 
ratio but a measure of the change in value composition (for specific causes). Second, the change it measures is 
precisely that of the ratio between the physical quantity of labour-power (number or workers) and the physical 
quantity of means of production over time (although these two components are measured in value). By definition, 
a rise in the productivity of labour means that a given mass of labour (number of workers) will absorb a greater 
mass of means of production. Hence the organic composition will rise. All else being equal, if the organic 
composition rises then the value composition will too. Thus a rise in the value composition because of a change 

 

                                                 
24 C3, p. 318-19. 
25 C3, p. 319. Marx goes on (C3, p. 320) to make the following important methodological point: ‘We are deliberately 
putting forward this law before depicting the decomposition of profit into various categories which have become mutually 
autonomous. The independence of this presentation from the division of profit into various portions, which accrue to 
different categories of persons, shows from the start how the law in its generality is independent of that division and of the 
mutual relationships of the categories of profit deriving from it. Profit, as we speak of it here, is simply another name for 
surplus-value itself, only now depicted in relation to the total capital, instead of to the variable capital from which it 
derives. The fall in the rate of profit thus expresses the falling ratio between surplus-value itself and the total capital 
advanced; it is therefore independent of any distribution of this surplus-value we may care to make among the various 
categories.’ 
26 Cf. C1, p. 762 and C3, pp. 243-5. 
27 Ben Fine and Alfredo Saad-Filho (Marx’s Capital (London, 2004), p.  103) are thus incorrect when they define the 
technical composition of capital as ‘the ratio between a heterogeneous bundle of use values (the material inputs) and 
quantities of concrete labour spent in each firm or sector.’ As Marx makes clear (C3, p. 244), the labour that enters into 
this proportion is not concrete labour (‘the labour of the joiner, the mason or of the spinner, or of any other kind of 
productive labour’ (C1, p. 128)) but abstract labour, measured in time (or, given certain assumptions, as numbers of 
workers). 
28 C3,.p. 245. 
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of technical composition is what we mean by a rise in the organic composition of capital; in other words, a rise 
(or fall) in the organic composition is the direct effect of a rise (or fall) in productivity of labour. 

But ‘all else’ is not equal. As we shall shortly see, a rise in the productivity of labour, because labour is the source 
of all new value, will also means that the per-unit prices of commodities in general fall: means of workers 
subsistence and means of production are cheapened. This also affects the value composition of capital; and 
because (in chapter 329

We shall see why it is important for Marx’s exposition that changes in the organic composition of capital – the 
direct effect on the value composition through increased productivity of labour – and other factors that affect 
the rate of profit (including secondary effects of changes in the organic composition) are held as distinct when 
he discusses the factors that influence the rate of profit in the opposite direction to a rising organic composition, 
and the interaction between both sets of processes. 

) Marx arrived at the conclusion that the rate of profit is determined by two factors, the 

value composition of capital, and the rate of surplus value, i.e. π = 
δv
C

 , a change in the value composition 

because of reasons other than a rise in the organic composition, and a change in the value of labour power 
through the direct or indirect cheapening of the means of workers’ subsistence, will also affect the rate of profit, 
and in the other direction from changes in the value composition caused by changes in the technical 
composition. 

 

II  National differences in capitalist development and the rate of profit 

That a given rate of surplus-value may be expressed in a higher or lower rate of profit according to whether 
capitalist production itself is at a lower or higher stage of development also applies to different countries that 
find themselves in differing stages of development. Between a more and a less developed country, the same rate 
of surplus-value would be respectively expressed as a lower and a higher rate of profit. But this difference would 
not necessarily hold if labour in the less developed country was less productive. In such a case, in which more 
labour would be expressed as a smaller quantity of a given commodity and more exchange-value as less use-
value, that the worker would need to spend more time – necessary labour – in reproducing the value of her own 
means of subsistence, with the consequence that the rate of surplus-value would be lower.30

[Marx now makes a curious remark. 

 

In countries where capitalist production stands at different levels of development and between which the 
organic composition of capital consequently varies, the rate of surplus-value (as one factor that determines 
the rate of profit) may be higher in a country where the normal working day is shorter than in one where it is 
longer. Firstly, if the English working day of 10 hours is equal to an Austrian working day of 14 hours, on 
account of its higher intensity, then, given the same division of the working day, 5 hours’ surplus labour in 
the one country may represent a higher value on the world market than 7 hours’ in the other. Secondly, a 
greater part of the working day in England may form surplus labour than in Austria.31

                                                 
29 C3, pp. 161-2. 

 

30 Marx goes on (C3, p. 321) to note that, even though we are not yet ready to consider the division of profit into its 
various categories, we need to anticipate the following point. ‘When comparison is made between countries at different 
levels of development, and particularly between countries of developed capitalist production and those where labour is not 
yet formally subsumed by capital although in reality the worker is already exploited by the capitalist [...], it would be quite 
wrong to seek to measure the national rate of profit by the level of the national rate of interest. Interest here includes both 
the entire profit and more than the profit, whereas in countries where capitalist production is developed it simply 
expresses an aliquot part of the surplus-value or profit produced. Moreover, in the former case the rate of interest is 
predominantly determined by factors such as the level of advances by money-lenders to the big landowners who are the 
recipients of ground-rent, which have nothing at all to do with profit but rather express the extent to which the money-
lender himself appropriates this ground-rent.’ 
31 C3, p. 321-2. 
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Although this comment is tangential to the argument, it seems to suggest not only that in a country with a 
shorter working day but a higher level of capitalist development (i.e. a higher level of social productivity of 
labour) there may obtain a higher rate of surplus-value than in a country with a lower level of capitalist 
development and a longer normal working day, but also that, in such a case that the value of a given quantity of 
labour-time expended in the more developed country may represent more value than the same quantity 
expended in the less developed country. This would presumably be because the labour-time necessary to buy a 
given bundle of means of subsistence would be less in the more developed country, in function of the higher 
productivity of labour, than in the less developed one. But what would happen if, as one would expect, the 
material standard of living were lower in the less developed country: the value of labour-power – the value of 
necessary means of subsistence – and the equivalent necessary labour-time would also be lower. This would in 
turn increase the rate of surplus-value. Nevertheless, the question of how one would compare the value 
represented by a given quantity of labour between countries at different stages of capitalist development is a 
suggestive one.] 

What the law of the falling rate of profit means, then, is that of any given quantity of average social capital an 
increasingly greater proportion is represented by means of production (dead labour) and an increasingly smaller 
proportion by living labour. As the mass of living labour which puts to work means of production falls in 
proportion to these means of production’s value, unpaid labour – ‘and the portion of value in which it is 
represented’32 – also falls with regard to the total value of the capital advanced. ‘[A]n ever smaller aliquot part of 
the total capital laid out is converted into living labour, and hence the total capital absorbs ever less surplus 
labour in relation to its size, even though the ratio between the unpaid and paid parts of the labour applied may 
at the same time be growing.’33 This is ‘simply another expression for the increased productivity of labour.’34

Let us take a capital of 100  =  80c  +  20v (the 20v representing 20 workers), and the rate of surplus-value  =  

100 % . ‘In a less developed country’,

 

35 we have a capital of 100 = 20c + 80v (80 workers), and a rate of surplus-

value of 50 % . All else being equal, in the first case the workers produce a value of 20v + 20s = 40 ; in the 

second 80v + 40s = 120. Hence, the first capital produces 80c + 20v + 20s = 120 , at a rate of profit of 20 % ; the 

second capital 20c + 80v + 40s = 140 , rate of profit 40 %. The reason for this difference in the rate of profit, 
despite the difference in the rate of surplus-value,  is because ‘a capital of the same size appropriates in the first 
case the surplus labour of only 20 workers, as against that of 80 workers in the second case.’36

 

 

III  The development of the social productivity of labour and the size of the working population 

All the law of a progressive fall in the rate of profit says is that there occurs a relative decline in the surplus 
labour appropriated with regard to the mass of objectified labour that the living labour sets in motion; it says 
nothing about the absolute mass of labour set in motion and exploited by social capital. 

Take, for example, a working population of 2 million people, and assume that the length and intensity of the 
average working day, as well as wages (and hence also the relationship between necessary and surplus labour), as 
fixed. The total labour of these 2 million workers always produces the same magnitude of value, and the same 
quantity of surplus labour is expropriated as surplus-value. But if mass of constant capital set to work by this 
labour grows, there occurs a fall in the ratio between this magnitude of value and the value of the constant 
capital, ‘which grows with its mass, even if not in the same proportion.’37

                                                 
32 C3, p. 322. 

 As this ratio falls, so does the rate of 

33 C3, p. 322. 
34 C3, p. 322. 
35 C3, p. 322. 
36 C3, p. 322. 
37 C3, p. 323. 
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profit, even though capital still commands the same mass of living labour as before and absorbs the same mass of surplus labour. 
‘The fall in the rate of profit does not arise from an absolute decline in the variable component of the total 
capital but simply from a relative decline, from its decrease in comparison with the constant component.’38

This also holds if the number of workers grows: if the working population increases to 3 million but constant 
capital rises from 4 million to 15 million, then the mass of surplus labour and surplus-value rises by 50 %, but 
the ratio of variable to constant capital would fall from 2 : 4 to 3 : 15. The relationship between surplus-value 
and total capital would now stand as: 

 

  I: 4,000,000c + 2,000,000v + 2,000,000s ; C = 6,000,000 ; π = 33 1
3
 % 

 II: 15,000,000c + 3,000,000v + 3,000,000s ; C = 18,000,000 ; π = 16 2
3
 % 

The mass of surplus-value has risen by a half, and the rate of profit has fallen to half. ‘But profit is nothing more 
than the surplus-value reckoned in terms of the social capital, and the mass of profit, therefore, its absolute 
magnitude, is the same as the absolute magnitude of surplus-value, considering it on a social scale.’39

But it is not just the case that the rate of profit will fall with the rise of the social productivity whether or not 
more labour is incorporated into production. The growth of the social productivity of labour itself demands a 
growing working population.

 

40

[T]he absolute mass of labour [...] [capital] sets in motion, and hence the [...] mass of surplus-value it 
produces, [...] can therefore grow, and progressively so, despite the progressive fall  in the rate of profit This 
not only can but must be the case – discounting transient fluctuations – on the basis of capitalist production.

 

41

The capitalist production process is essentially and simultaneously a process of accumulation. With the 
development of capitalist production the mass of value that must be reproduced and maintained rises and grows 
with the rising productivity of labour, even if the labour-power applied remains constant. But as the social 
productivity of labour develops, the mass of use-values produced grows even more; these use-values, moreover, 
include means of production. The additional labour which has to be incorporated to transform ‘this additional 
wealth’

 

42 back into capital does not depend on the value of these means of production but on their use-value. 
Accumulation itself, and the concentration of capital it involves, is no more than ‘a material means for increasing 
productivity’.43

If capital exceeds in quantity the size of the working population the following contradictory consequences occur. 
On the one hand, by raising wages, the working population is increased, ‘hence attenuating the destructive 
influences that decimate the offspring of the workers and making marriage easier’;

 And this growth in the means of production entails a growth in the working population, the 
creation of a surplus population corresponding to the growth in capital, or even exceeding it. 

44

                                                 
38 C3, p. 323. 

 on the other, by creating 
relative surplus-value (through the introduction and improvement of machinery), it produces ‘an artificial and 

39 C3, p. 324. 
40 And not as consumers of the commodity product, but as workers, living labour to set dead labour to work in production. 
41 C3, p. 324 
42 C3, p. 324. ‘Wealth’ in the sense of use-values, materially useful things, considered quantitatively: the greater the 
productivity of labour, the greater the quantity of wealth produced. Wealth and value are quite distinct, for the latter, 
rather than being a measure of productivity, is measured in time. ‘In general, the greater the productivity of labour, the less 
the labour-time required to produce an article, the less the mass of labour crystallised in that article, and the less its value. 
Inversely, the less the productivity of labour, the greater the labour-time necessary to produce an article, and the greater its 
value. The value of a commodity, therefore, varies directly as the quantity, and inversely as the productivity, of all the 
labour which finds its realisation within the commodity.’ (C1, p. 131) 
43 C3, p. 324. 
44 C3, p. 325. 
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relative over-population, which in turn is the forcing house for a really rapid increase in the number of people – 
since, under capitalist production, misery produces population.’45

It is in the nature of capitalist accumulation, therefore, that an increased mass of means of production finds a 
correspondingly increased working population available for exploitation. Therefore, on the one hand, and by 
necessity, as capitalist production and accumulation develops the mass of surplus labour appropriated grows, 
and with it the absolute mass of profit appropriated by social capital; on the other, and again by necessity, 
constant capital grows both in value and in mass, and increasingly more quickly than does variable capital. At the 
same time, and inevitably, therefore, the mass of profit grows while the rate of profit falls.

 

46

 

 

IV  The concentration and centralisation of capital  

Accompanying this development are the intensified concentration of capital47 and its and centralisation:48

 

 the 
development of capitalist production and accumulation requires ever larger-scale labour processes and ever 
larger advances of capital for each individual firm, a development that is both a material condition of capitalist 
development and one of its results; meanwhile, the more or less immediate producers are progressively 
expropriated. The consequence of these developments is a set of circumstances in which individual capitalists 
command increasingly large concentrations of workers, so that the mass of surplus-value and hence profit which 
they appropriate grows, along with and despite the fall in the rate of profit. Alongside these developments, and 
for the same reasons, the weight of the fixed capital employed in production also grows. 

V  The contradictory nature of the law 

The law we are considering is thus a contradictory law: the decline in the rate of profit necessarily accompanies 
an increase in the mass of profit, both phenomena arising for the same reasons. 

If we take an aliquot part of the total social capital, say 100 = 80c + 20v , which represents the average 
composition of total capital (we remember here that the average rate of profit in different branches of production 
is determined by its average social composition), if there occurs a relative decline in the variable portion of capital 
compared with the constant, the profit rate falls if the level of exploitation of labour – the rate of surplus-value – 
remains constant, or, within limits, even if it rises. The magnitude of surplus-value relative to the value of the 
total capital (of 100) falls; but the absolute amount of surplus-value (profit) absorbed by the total capital of 100 
also falls. 

If the rate of surplus-value is 100 % , a capital of 60c + 40v produces a surplus-value (profit) of 40; a capital of 

70c + 30v produces 30; a capital of 80c + 20v , 20. Thus, taking an aliquot part of the social capital of average 
social composition as the standard for measuring surplus-value, a relative fall in surplus-value is always identical 
with an absolute fall. The rate of profit falls from 40 % to 30 % and then 20 % because the mass of surplus-
value produced by the same capital falls from 40 to 30 and 20 in absolute terms. This, thus far, Marx notes,  is a 
tautology. 

But this decline is a consequence of the nature of the development of the capitalist process of production: the 
same reasons that produce an absolute decline in surplus-value (and hence profit) in the case of a given capital, 

                                                 
45 C3, p. 325. 
46 ‘We entirely leave aside here the fact that the same amount of value represents a progressively rising mass of use-values 
and satisfactions, with the progress of capitalist production and with the corresponding development of the productivity 
of social labour and multiplication of branches of production and hence products.’ C3, p. 325. 
47 The increasing concentration of social wealth in the hands of individual capitals. Cf. C1, pp. 776-7. 
48 The process whereby already existing smaller capitals are merged, forcibly or otherwise, into bigger ones, the 
expropriation of capitalist by capitalist, in a process in which capital is redistributed within the sphere of the whole social 
capital. Cf. C1, pp. 771-81. 
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and therefore in the percentage rate of profit, also cause a growth in the absolute mass of the surplus-value and 
therefore profit appropriated by capital at the social level. 

As far as an aliquot part of the social capital, and any capital of fixed magnitude of average social composition, is 
concerned, a decline in the rate of profit coincides with a decline in the absolute amount of profit, because the 
capital is a fixed magnitude. Therefore, the magnitude of the total social capital, just like that of the capital to be found 
in the hands of any individual capitalist, is a variable magnitude; and must vary in inverse proportion to the decline in 
its variable portion if the mass of profit is to rise as its rate falls. 

With a percentage composition of 60c + 40v (and a rate of surplus-value of 100 % ), surplus-value (profit) = 40s , 
and π = 40 % . At this level of composition let total social capital = 1,000,000. Total surplus-value (hence total 
profit) = 400,000s . 

Now let the composition rise to 80c + 20v , with the rate of surplus-value remaining the same. If the mass of 

surplus-value is to rise, to 440,000s , say, the total capital has to grow to 2,220,000 to 220 % of its initial value, 
while the rate of profit has fallen by 50 % .  

In volume 1 we saw49

In the same proportion as capitalist production develops, therefore, there also develops the possibility of a 
relative surplus working population, not because the productivity of social labour declines but rather because it 
increases, i.e. not from an absolute disproportion between labour and means of subsistence, or the means of 
producing these means of subsistence, but rather from a disproportion arising from the capitalist exploitation 
of labour, the disproportion between the progressive growth of capital and the relative decline in its need for 
a growing population.

 that a relative decline in the proportion of variable capital – the development of the social 
productivity of labour – means that an increasingly greater quantity of total capital is necessary to set the same 
amount of labour power to work and absorb the same amount of surplus labour. 

50

If the rate of profit falls by 50 % , for the mass of profit is to remain the same the size of the capital must double. 
Given the rate of surplus-value, for the variable component of the total capital (and therefore the mass of 
surplus-value appropriated), not just to remain the same but to grow the total capital must grow at a higher ratio 
than that at which proportionally the variable component capital falls. 

 

 

VI  How political economy has misunderstood the falling rate of profit 

Even if the exploited mass of the working population remains constant and it is only the length and intensity of 
the working day that increases, the mass of capital applied must still rise, since it must rise even if the same mass 
of labour is to be deployed under the former conditions of exploitation, with an altered composition of capital. 

Thus the same development in the social productivity of labour is expressed, with the advance of the 
capitalist mode of production on the one hand in a progressive tendency for the rate of profit to fall and on 
the other in a constant growth in the absolute mass of the surplus-value or profit appropriated; so that, by 
and large, the relative decline in the variable capital and profit goes together with an absolute increase in both. 
This two-fold effect [...] can be expressed only in a growth in the total capital that takes place more rapidly 
than the fall in the rate of profit. [...] It follows from this that the more the capitalist mode of production is 
developed, the more an ever greater amount of capital is needed to employ the same amount of labour-power 
[...]. The rising productivity of labour thus necessarily gives rise, on the capitalist basis, to a permanent 
apparent surplus working population.51

Political economy, conscious of the fact of a falling rate of profit, has been however unable to explain it. To say 
that the mass of profit is determined by the rate of profit and by the mass of capital applied is a tautology. 

 

                                                 
49 C1, pp. 772-81. 
50 C3, pp. 328-9. 
51 C3, pp. 329-30. 
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But if the same reasons that make the profit rate fall also promote accumulation, i.e. the formation of 
additional capital, and if all additional capital also sets additional labour in motion and produces additional 
surplus-value; if on the other hand the very fact of the fall in the rate of profit means that the constant capital 
and with it the total amount of the former capital has grown, then the entire process ceases to be a mystery.52

Here again, appearances deceive. ‘Just as everything is expressed upside down in competition, and hence in the 
consciousness of its agents, so too is this law. I mean this inner and necessary connection between two 
apparently contradictory phenomena.’

 

53

That a capitalist controlling a large capital will make more profit in absolute terms than a smaller capitalist 
making apparently high profits, or that, under certain conditions (as in times of crisis), if a bigger capitalist wants 
to make more room for himself on the market and expel the smaller capitalists, she makes practical use of her 
advantage and deliberately lowers her rate of profit to drive the smaller ones from the field, are trivial 
observations; as are those that arise from comparing the rates of profit made in particular branches of business, 
according to whether these are subject to free competition or to monopoly. For political economy, 

 

the decline in the rate of profit appears as a result of the increase of capital and the capitalists’ consequent 
calculation that a lower rate of profit will enable them to tuck away a greater mass of profit.. All this [...] is 
based on a complete misconception of what the general rate of profit actually is and on the crude idea that 
prices are determined by adding a more or less arbitrary quota of profit onto the commodity’s actual value. 
Crude as these notions are, they are a necessary product of the upside-down way that the immanent laws of 
capitalist production present themselves within competition.54

  

 

VII  Commodity prices and the rate of profit 

The law that the fall in the rate of profit occasioned by the development of productivity is accompanied by 
an increase in the mass of profit is also expressed in this way: the fall in the price of commodities produced 
by capital is accompanied by a relative rise in the amount of profit contained in them and realized by their 
sale.55

The reason that the price of the individual commodity falls is because a given quantity of labour is realized in a 
greater mass of commodities, but it is the total mass of commodities that make up social capital’s commodity 
product. 

 

Should the rate of (absolute or relative) surplus-value rise, the profit contained in the individual commodity may 
rise with it, for although it will still contain less newly added labour the unpaid portion (surplus-value) of this will 
grow in relation to paid part (necessary labour). But this is only can only partially offset the effect of the overall 
fall of the total quantity of living labour added to the individual commodity. 

With a rise in the price of one part of constant capital, raw materials, for example, combined with a higher rate 
of surplus-value the rate of profit will still fall because, although the unpaid – surplus-value – component of the 
living labour portion of the component grows the overall living labour component falls. Only in the case of a 
cheapening of all the elements of both constant and variable capital to the same extent though a rise in the 
productivity of labour will the rate of profit rise with a rise in the rate of surplus-value.  

Just as this decline is absolute for a given amount of capital, e.g. 100, so it is also absolute for each individual 
commodity as an aliquot part of the capital reproduced.  

                                                 
52 C3, p. 331. 
53 C3, p. 331. 
54 C3, p. 332. 
55 C3, p. 332. 
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Nevertheless, it would be misleading to calculate the rate of profit simply on the price elements of the individual 
commodity. The rate of profit we are referring to here is effectively the annual rate of profit:56 the ratio between 
the total mass of surplus-value produced over the year and the total capital originally laid out for the first turnover 
period.57 This rate of profit will not be the same as a rate of profit calculated for the whole turnover period of 
the capital in question (unless that capital turns over in its entirety in one year), neither will it be the same as the 
rate of profit calculated only on that part of a total capital sum laid out advanced for the year.58

For example, a capital of £8,000 produces and sells 5,000 items of a certain commodity each year, at £1.50 per 
item; its annual turnover is then £7,500. On each item it makes a profit of 50p, a total annual profit of £2,500. 
Each individual commodity contains a capital component of £1 and a profit component of £0.50; the rate of 
profit per commodity is therefore 50 % . By the same reckoning, of the £7,500 commodity price turned over in 
the year, £5,000 is capital advanced and £2,500 is profit; again, a rate of profit of 50 % . But reckoned on the 
basis of the total capital advanced, however, the annual rate of profit is 2,500

8,000
 = 31 1

4
 % .

 

59

‘We see here once again how important it is in capitalist production not to view the individual commodity or 
the commodity product of some particular period of time in isolation, as a simple commodity; it must rather 
be viewed as the product of the capital advanced, and in relation to the total capital that produces this 
commodity.

 

60

In other words, while the rate of profit has to be calculated against the total capital applied in production and not 
just that part of it which is consumed and which reappears in the product, the mass of profit is equal to the mass 
of profit or surplus-value actually contained in the commodities (destined to be realised by their sale). 

 

Because, with the rise in productivity, less labour is contained in the individual commodity, its price falls; if the 
same labour, because of a rise in productivity, produces three times the product, two-thirds less labour is needed 
for each individual commodity. Because profit is nothing other than a part of the labour contained in the 
individual commodity, in this case the profit on each individual commodity must decrease, within certain limits 
even if the rate of surplus-value rises. In every case, however, the profit on the total product will not fall below the 
original mass of profit if the total capital continues to employ the same mass of workers as before at the same 
rate of surplus-value. ‘[I]n the same ratio as the profit on the individual commodity falls, the number of products 
rises.’61

In this case, although it is differently distributed over the mass of commodity product, the mass of profit 
remains the same; the distribution of new value between capitalist and worker (between surplus-value and 
wages) is unaffected. If the same amount of labour is deployed, the mass of profit can rise only if the rate of 
surplus-value (rate of exploitation) rises or (or and) if the number of workers increases. 

 

In all these cases, a given quantity of additional labour is expressed in a greater quantity of commodities, and the 
price of the individual commodity falls: the individual commodity thus contains a smaller amount of profit, and 

                                                 
56 The short section here dealing with the effect  on the rate of profit of the turnover of capital was inserted by Engels; it 
was Engels too, of course, who contributed the content of the chapter earlier in the volume (chapter 4) on the same 
subject 
57 Cf. C3, p. 167. Assuming that surplus-value is not accumulated, i.e. simple reproduction, what an annual rate of profit of 
x % on a capital sum of y means (which is most probably how the capitalist herself will actually see it), is that a capital 
investment of y will return a fixed non-compounded annual yield of x  % over an indefinite period.  
58 Because ‘for capitals of the same percentage composition, with the same rate of surplus-value and the same working day, 
the profit rates of two capitals vary inversely as their turnover times.’ C3, p. 165. 
59 ‘In commercial practice,’ comments Engels, who had no little experience in such matters, ‘the turnover is generally 
worked out only roughly. It is assumed that the capital has turned over once as soon as the sum of commodity prices 
realised reaches the sum of the total capital applied. But the capital can have completed a whole cycle only if the sum of the 
cost prices of the commodities realized equals the sum of the total capital.’ C3, p. 335. 
60 C3, p. 335. 
61 C3, p. 336. 
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the rate of profit falls, even when calculated on the individual commodity. While, under exceptional 
circumstances, the rate of profit might remain the same (or even rise) despite a fall in the price of the individual 
commodity – if an increase in productivity affected all the components of the commodity uniformly and 
simultaneously such that the total price falls proportionally to the increase in the productivity of labour 
increased, if a rise in the rate of surplus-value occurred alongside a reduction in the value of the elements of 
constant capital, in practice the rate of profit, in the long term, will fall. 

But, this said, it is not possible to form conclusions from a fall in the price of the individual commodity as to the 
rate of profit. What is decisive is the size of the total capital involved in its production. 

If the price of one given commodity falls from £5 to £3, and we know that before the fall £3 went on constant 
capital, £1 on wages and £1 was profit, and that after £2.50 went on constant capital, £0.75 on wages and £0.75 
was profit, we cannot know whether the rate of profit has changed or not without considering whether and by 
how much the total capital advanced has grown and how many more commodities it produces in a given time. 

The phenomena we have been considering here, phenomena arising from the nature of the capitalist mode of 
production itself, namely that (1) the price of an individual commodity (or a given portion of commodities) falls 
as the productivity of labour rises; (2) the number of commodities rises; (3) the amount of profit contained by 
the individual commodity and the rate of profit on the mass of commodities falls; (4) while the mass of profit on 
the total mass of commodities rises, appear superficially as (1) a fall in the amount of profit on the individual 
commodity; (2) a fall in its price; and (3) a growth in the mass of profit on the increased total number of 
commodities produced by the total social capital (or the total capital of the individual capitalist). This means that 
the matter appears ‘as if the capitalist voluntarily made less profit on the individual commodity, but 
compensated himself by the greater number of commodities which he now produces.’62

Since everything presents a false appearance in competition, in fact an upside-down one, it is possible for the 
individual capitalist to imagine: (1) that he reduces his profit on the individual commodity by cutting its price, 
but makes a bigger profit on account of the greater quantity of commodities that he sells; (2) that he fixes the 
price of the individual commodity and then determines the price of the total product by multiplication, 
whereas the original process is one of division [...], and this multiplication comes in only at second hand and 
is correct only on the premise of that division. In point of fact, the vulgar economist does nothing more than 
translate the peculiar notions of the competition-enslaved capitalist into an ostensibly more theoretical and 
generalized language, and attempt to demonstrate the validity of these notions.

 Hence: 

63

                                                 
62 C3, p. 337. 

 

63 C3, p. 338. 
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