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Chapter 50: The Illusion Created by Competition 
The ‘illusion’ referred to here is the illusion that the value of commodities is the result of the 
independent determination of the components of wages, profit and rent.  

The value of the commodity product1 can be broken down into the following parts: 

1 A value component that replaces constant capital; ‘the value or price at which these means of 
production went into the commodity’s production process.’2 

2 A value component which is transformed into wages, i.e. paid labour. 

3 Surplus-value: ‘the value component of the commodity product in which the unpaid labour or 
surplus labour is expressed.’3

of enterprise on capital as functioning capital), and ground-rent, which falls to the owner of the 
land which is playing its part in the production process.’

 This component ‘assumes those independent forms that are at the 
same time forms of revenue: the forms of profit on capital (interest on capital as such, and profit 

4

Components 2 and 3 are the value components that assume the revenue forms of wages, profit and 
rent; their sum expresses the new value created in production. 

Disregarding the constant capital component of value, even though commodity value is always 
reducible to the three elements of wages profit and rent (the three forms of revenue), and each of these 
parts are determined by their own, specific laws, it is still not the case that the value of these parts is 
determined independently of the value of the commodity. 

 

For example, let us take the product of a capital value5

If we take the wage-level, the value of labour-power (composed of a subsistence component and a 
moral-historical element

 of ₤500 as 400c + 100v + 150s , If average profit 

is 15 % , then the 150s will subdivide into 75r and 75R (r indicating profit and R rent), rent of course 
being surplus profit, profit above the average. 

6

The labour of the workers who are paid £100 is expressed therefore in a money value of £250[,] 
[a]part from [which] [...] there is nothing left to be shared between worker and capitalist, or 
capitalist and landowner. [...] The commodity value of £250 thus produced, and determined by the 

) as given, then the value of s is determined by the length of the working day, 
such that the total new labour created in production is equal to ₤250. The socially average rate of profit 
in turn determines rent. 

                                                 
1 ‘We are referring here not to the individual commodity but always to commodity capital, i.e. the form which the 
product of capital takes over a definite section of time, e.g. annually, and of which the individual commodity 
simply forms one element, though its value also breaks down into the same analogous components.’ (Karl Marx, 
Capital volume 3 (Harmondsworth, 1981) [hereafter C3], p. 992) 
2 C3, p. 992. Note that this component of the value of a commodity is determined by the value of the constant 
capital element at the time it enters production, not when this element is first produced, or even bought by the 
capitalist, or its value when the commodity in question has been produced, or is sold. 
3 C3, p. 992. 
4 C3, p. 992. 
5 Which we assume to be of average composition, so that its value and production price coincide. 
6 Karl Marx, Capital vol. 1 (Harmondsworth, 1990), p. 275. 
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amount of labour objectified in it, [therefore] sets the limit to the dividends that worker, capitalist 
and landlord can draw from this value in the form of revenue – wages, profit and rent.7

If now we assume a capital of the same organic composition, but with a variable component of capital 
now equal to ₤150,

 

8

Assuming no change in the socially average rate of profit, the 100s would now subdivide into 82.5r and 

17.5R .

 the commodity product will now stand at 400c + 150v + 100s = ₤650. (What has 
changed here is the rate of surplus-value – effectively, now the worker spends a greater part of the 
working day reproducing the value of her labour-power and a smaller part producing surplus-value.) 

9

These changes in the value of wages, the rate of profit and the rate of rent, whatever the effect of 
the laws governing the proportions between these parts, could move only within the limits set by 
the newly created commodity value of [₤]250.

 

The proportion in which the total value produced is divided into wages, profit and rent would be 
very different; so too would be the total capital advanced, even though it only sets in motion the 
same total amount of labour. [...] 

The increase in wages would affect the unpaid part of the total labour, and with this the surplus-
value. [...] The proportions of profit and rent would also be different, and the diminished surplus-
value would be divided in a changed proportion between capitalist and landowner. Finally, since the 
value of the constant capital has remained unaltered while the value of the variable capital advanced 
has risen, the diminished surplus-value would be expressed in a still further reduced gross rate of 
profit, by which-we mean here the ratio of the total surplus-value to the total capital advanced.  

10

At the level of total social reproduction, ‘an increase in variable capital means nothing more than that a 
greater part of the value newly created by the freshly added labour is transformed into wages, and 
hence first of all into variable capital, instead of into surplus-value and surplus product. The value of 
the product thus remains the same, since it is defined on the one hand by the constant capital value[...] 
and on the other by [...] the freshly added labour. Both of these have remained unaltered.’

  

11

The matter would be different if wages rose not as a result of the worker receiving a greater part of his 
own labour but if the worker were to receive a greater part of her own labour because of a fall in the 
productivity of labour.

 

If the product we are considering was an element of means of production, produced to re-enter 
production as an element of constant capital, there would be no change in its per-unit value should 
wages rise in the way described here. 

12

                                                 
7 C3, p. 994. 
8 To remind ourselves, the organic composition of capital is the measure of its value composition (the ratio of 
the value of the constant capital laid out to that of the variable capital) insofar as this is determined technically, i.e. 
by the productivity of labour and the technical conditions of production. Here, between the two examples, even 
though wages have risen, the technical composition of capital remains unchanged. 
9 Marx does not make this calculation. 
10 C3, pp. 994-5. ‘The only exception would be if rent were based on a monopoly price. This would in no way 
affect the law, but simply complicate our treatment of it.’ 
11 C3, p. 996. 

 Imagine that 50% more labour-power were required to convert the ₤400 

12 This sentence is my rendering of Marx’s: ‘Anders verhielte sich die Sache, wenn der Arbeitslohn stiege, nicht 
weil der Arbeiter einen größern Teil seiner eignen Arbeit erhielte, sondern wenn er einen größern Teil seiner 
eignen Arbeit erhielte, weil die Produktivität der Arbeit abgenommen hätte.’ (Karl Marx, Das Kapital: Kritik der 
politischen Ökonomie, Dritter Band, in Karl Marx and Friedrich Engels, Werke, vol. 25 (Berlin, 1964), p. 864). In C3, 
it appears (p. 996) as ‘The situation would be different if wages rose, not because the worker kept a greater part 
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constant capital into commodity product, but that the wage level stood at the same level as the outset. 
Now, a capital of 400c + 150v = ₤150 would have to be laid out; the 150v , however, would now create 
50 % new value, giving a total of ₤250 + ₤125 = ₤375. The commodity product would now stand at 
400c + 150v + 225s = ₤775 , even though the same material use-value quantity would be produced. 

(And given a rate of profit of 15 %, the 225s would be divided into 82.5r and 142.5R .) 

Given that a greater amount of capital is laid out in the form of wages, and that a more expensive 
commodity product has been produced, it may appear that the rise in the price of the commodity has 
been occasioned by a rise in wages, but this is not so. Rather, ‘the wage increase [...] result[s] from the 
fact that the commodity had become more expensive and that the productivity of the same amount of 
labour had diminished.’13

Thus, if the amount of constant capital a given amount of labour-power sets in motion varies, i.e. if the  
productivity of labour varies, then the value of the commodity product varies with it. However, if the 
productivity of labour is constant and the amount of variable capital required to set a given amount of 
labour-power in motion varies, i.e. the wage level varies, then the value of the commodity does not 
change, although the amount of surplus-value produced does. If the wage level varies because of a 
change in commodity prices, because there has been a change in the productivity of labour affecting 
means of subsistence, i.e. there is a change in the money wage with the real wage constant, then the 
value of the product will not change.

 If, therefore, circumstances remain the same, where the same amount of 
labour in value terms is applied in production, then, if the value of means of production rises or falls the 
value of a given mass of commodity product will fall with it. 

14

If a given amount of labour is applied in production then the sum of the division of the value if creates 
into wages profit and rent is given irrespective of the proportions of the division. Within this 
determination (of the absolute limit of the value to be distributed as revenue) the second level of 
determination is that of the wage. In this determination, the ‘minimum limit is given by the physical 
minimum of means of subsistence that the worker must receive in order to maintain and reproduce his 
labour-power; i.e. a definite amount of commodities. The value of these commodities is determined by 
the labour-time required for their reproduction; i.e. by the portion of labour freshly added to the means 
of production, or the portion of the working day, that the worker requires to produce and reproduce an 
equivalent for the value of these necessary means of subsistence.’

 

15 On top of this minimum, which is 
anyway dependent on climate and the level of social development’, there enter ‘historically developed 
social needs, which become second nature.’16

                                                                                                                                                                  
of his own labour, but rather because the productivity of labour declined and he kept a greater part of his own 
labour as a result.’ In Karl Marx, Marx’s Economic Manuscript of 1864–1865, trans. Ben Fowkes, ed. Fred Moseley 
(Leiden and Boston, 2016), p. 921, the sentence reads: ‘The situation would be different if wages rose, not because 
the worker would keep a greater part of his own labour, but because the productivity of labour would have 
declined, allowing him to keep a greater part of his own labour as a result.’ Both these translations miss the sense 
of Marx’s original. 
13 C3, p. 996. 
14 ‘If in the above example, where we assume that the constant capital remains 400c , the change from 100v + 150s 

to 150v + 100s  i.e. the rise in variable capital, were instead the result of a decline in labour productivity not in 
this particular branch, e.g. cotton spinning, but say in agriculture, which provides the workers’ sustenance, i.e. if 
it were the result of an increase in the price of these provisions, the value of the product would remain 
unchanged. The value of 650 would still be expressed in the same amount of cotton yarn as before.’ (C3, p. 997) 
15 C3, p. 998. 
16 C3, p. 999. 

 However, ‘[i]n each country [...], this governing average 
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wage is a given quantity at a given time.’17 This means that ‘[t]e value of all other revenues [...] has a 
limit.’18

At the level of total social production, total social surplus-value is measured against the total social 
capital advanced to determine the social rate of profit. Social profit – total social surplus-value – is 
divided up amongst capitals through the formation of prices of production.

 This limit is given by the total working day, less that part of it embodied by the wage. This 
remainder is, evidently, surplus labour. 

19 But ‘[t]he transformation 
of values into prices of production’20 – the formation of prices of production divergent from values –
negates neither the determination of price by socially necessary labour time nor the limits to profit just 
outlined: ‘[t]he value of a commodity is not equal to the capital consumed in it plus the surplus-value it 
contains; instead, its price of production is now equal to the capital [...] consumed in it plus the surplus-
value that falls to it by virtue of the general rate of profit, say 20 per cent, on the capital advanced for 
its production [...] [; but] [t]his surcharge of 20 per cent [...] is [...] determined by the surplus- value 
created by the total social capital, and its proportion to the value of this capital; and this is why it is 20 
per cent and not 10 per cent or 100 per cent.’21

Market prices then fluctuate around governing prices of production, but these fluctuations balance each 
other out over time.

 

22 In turn, through the normal23 adjustment of commodity values to prices of 
production rent is reduced to differential rent, ‘the cancellation of the surplus profits that the governing 
prices of production [...] give to one section of capitalists, these now being appropriated by the 
landowners.’24

But what of monopoly prices? Monopoly prices are formed when the equalisation of profit rates 
‘comes upon obstacles in the form of artificial or natural monopolies

 In this way, rent too is determined within limits. 

25 [...], so that a monopoly price 
[...] above both the price of production and value of the commodities [becomes possible].26 Neither 
here are the limits foxed by the determination of value by labour-time negated. ‘A monopoly price for 
certain commodities simply transfers a portion of the profit made by the other commodity producers 
to the commodities with the monopoly price.’27 All that a monopoly price indicates is a ‘local 
disturbance’28

                                                 
17 C3, p. 999. 
18 C3, p. 999. 
19 ‘[…] [P]rices of production which diverge from commodity values and which are the actual averages governing 
market prices.’ (C3, p. 999.) 
20 C3, p. 1000. 
21 C3, p. 1000. 
22 ‘If one compiles price lists over a prolonged period, and ignores those cases in which the actual value of a 
commodity alters as a result of a change in labour productivity, as well as cases in which the production process 
is disturbed by natural or social disasters, it is surprising both how narrow the limits of these divergences are and 
how regularly they are balanced out.’ (C3, p. 1000) 
23 ‘If landed property places obstacles in the way of this adjustment of commodity values to prices of production, 
and appropriates an absolute rent, this is limited by the excess value of agricultural products over and above their 
price of production, i.e. by the excess surplus-value contained in them over and above the profits that capitals 
receive by virtue of the general rate of profit.’ (C3, pp. 1000-1001) 
24 C3, p. 1000. 
25 ‘[P]articularly the monopoly of landed property,’ Marx  notes. (C3, p. 1001) 

 in the profit equalisation process; the limit set by total social surplus-value remains 
unaffected. in the distribution of surplus-value among the various spheres of production, but this leaves 

26 C3, p. 1001. 
27 C3, p. 1001. 
28 C3, p. 1001. 
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unaffected the limit of the surplus-value itself.29 ‘The limits within which monopoly price affects the 
normal regulation of commodity prices are firmly determined and can be precisely calculated.’30

if the portion of commodity value representing labour freshly added to the value of the means of 
production breaks down into different portions, which assume mutually independent shapes in the 
form of revenues, this does not in any way mean that wages, profit and ground-rent are now to be 
considered as the constituent elements, with the governing price (natural price, prix necessaire) of 
commodities itself arising from their combination or sum; so that it would not be the commodity 
value, after deduction of the constant value component, that was the original unity and breaks 
down into these three components, but the price of each of these three components was rather 
determined independently, and the commodity's price formed only from the addition of these three 
independent magnitudes. In actual fact commodity value is the quantitative premise, the sum total 
value of wages, profit and rent, whatever their relative mutual magnitudes might be. In the false 
conception considered here, however, wages, profit and rent are three independent value 
magnitudes, whose total produces, limits and determines the magnitude of commodity value.

 

In conclusion, 

31 

This conception, though false, ‘is represented on the immediately visible surface of capitalist 
production, and hence in the minds of the agents trapped within it [...].’ These appearances are 
generated in the following ways. 

1 The appearance is that the commodity value components confront each other as independent 
revenues, related in this way to the independent agents of labour, capital and the earth,; the 
appearance is that the revenues arise from property in labour-power, in capital and in the earth. 

2 The rise and fall in wages affects profits; as profits are affected so are the production prices of 
commodities. It appears then that a change in wages affects value. 

3 Let us assume coincidence between market price and production price;32

                                                 
29 ‘If the commodity with the monopoly price is part of the workers’ necessary consumption, it increases wages 
and thereby reduces surplus-value, as long as the workers continue to receive the value of their labour-power. It 
could press wages down below the value of labour-power, but only if they previously stood above the physical 
minimum. In this case, the monopoly price is paid by deduction from real wages (i.e. from the amount of use-
values that the worker receives for the same amount of labour) and from the profit of other capitalists.’ (C3, p. 
1001) 
30 C3, p. 1001. 
31 C3, p. 1002. 

 let us also assume 
constant conditions of production (productivity of labour) for all elements of capital; and let us 

32 It is tangential to the matter under discussion here but how Marx expresses this is of methodological 
importance. He assumes ‘that the values of commodities, or the prices of production that are only apparently 
independent of these, always coincide directly at the phenomenal level with market prices, instead of simply 
operating as the governing average prices through continuous compensations for the constant fluctuations in 
market price.’ (C3, p. 1009) Market prices are phenomena; prices of production are ‘governing’, but they ‘govern’ 
through continuous compensations for the fluctuations that exist at the phenomenal level. Earlier in the volume, 
discussing the process of the equalisation of profit rates, Marx describes the movement whereby the tendency to 
equalisation moves towards an ‘“ideal” mean position, i.e. a mean position which does not exist in reality’ (C3, p. 273, 
italicisation added): the tendency towards equalisation ‘tends to shape itself around this ideal, as a norm.’ The 
production price governs not by acting as a point of attraction but because it is an aggregate average value: it is 
not the cause of the movement it governs, but its result. The relationship between market price – the price a 
commodity actually sells at on the market – and production price. Production price – cost price plus average 
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assume that the division of the new value created in production occurs such that the wages that 
accrue to the worker always equal the value of labour-power, profit always equals average profit 
and rent is conditioned by this.33

The reason why this illusion would necessarily arise is that in the real movement of individual 
capitals and their commodity product it is not the value of commodities that appears the 
premise of its own dissolution but, on the contrary, the components into which it can be 
dissolved function as the premises for a commodity’s value.

 Even under these conditions the part of the commodity value 
composed of revenues would still appear as the sum of independently determined revenues. 

34

In chapter 1 of this volume we saw that the cost price of a commodity appeared to the capitalist as 
a given datum, as the price of means of production and a ‘price of labour’ (to put it in its irrational 
form). Wages here appear as the worker’s revenue. Now, even though the value of labour-power is 
given, in that it represents the labour-time necessary for its reproduction, this value is reproduced – 
the equivalent of the worker’s wages – after the contractual determination of the wage. Thus rather 
than appearing as a specifically determined component of commodity value, wages appear as a given 
fact that in part determines commodity value. Average profit likewise appears to the capitalist as 
given – ‘a magnitude fixed in advance’.

 

35 Insofar as it is a ‘contractually fixed lease-money paid by 
the agricultural capitalist, or, in the case of other entrepreneurs, the rent for the space they need for 
their businesses’, rent too appears given, and determined outside if production.’36

All modes of production reproduce themselves in the sense that they reproduce themselves not 
only materially but also in terms of their formal economic determinants: the social relations of 
production of which they are composed. In the case of the capitalist mode of production, this 
means that ‘[i]ts result [...] constantly appears as its premise, and its premises as its results.’

 

37

As long as capitalist production continues, one part of the labour newly added is constantly 
resolved into wages, another into profit (interest and profit of enterprise) and the third into 
rent. This is assumed in the contracts between the proprietors of the various different agents 
of production, and this assumption is correct, however much the relative quantitative 
proportions may fluctuate in each individual case.

 

38 

4 The individual capitalist is disinterested in whether her commodities sell at their values or not; 
wages, interest and rent (along with the price of means of production and the level of interest) only 
figure for her as limits which govern whether or not she can realise the an average profit. 

Both in competition between the individual capitalists and in competition on the world market, 
given and presupposed amounts for wages, interest and rent go into the account as constant and 
governing quantities; constant not in the sense that they do not change, but rather in that they are 
given in any one particular case and constantly set the limit for the ever fluctuating market price. 

                                                                                                                                                                  
profit – is the emergent property of the movement of market prices, the ideal around which the movement of 
market prices tend to shape themselves.  
33 ‘Let us assume in other words that the distribution of the social value product and the regulation of production 
prices takes place on the capitalist basis, but in the absence of competition.’ (C3, p. 1009) 
34 C3, p. 1010. 
35 C3, p. 1011. Interest too ‘confronts the functioning capitalist from an independent position as an element 
already presupposed in the production of commodities and their value.’ 
36 C3, p. 1011. 
37 C3, p. 1011. 
38 C3, p. 1011-12. 
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5 Once capitalist production and capitalist relations predominate it becomes normal to subsume 
under them non-capitalist relations on the same terms. ‘If an independent worker labours for 
himself and sells his own product [...] he is first of all considered as his own employer (capitalist), 
employing himself as a worker, and as his own landowner, using himself as his own farmer. He 
pays himself wages as a worker, lays claim to profit as a capitalist and pays himself rent as a 
landowner.’39 Thus is perpetuated the illusion ‘that capitalist relationships are the natural condition 
of any mode of production’.40

  

 

                                                 
39 C3, p. 1015. 
40 C3, p. 1015. ‘This kind of subsumption, incidentally, is also characteristic of modes of production previously 
dominant, e.g. the feudal relations of production that in no way corresponded to it, standing completely outside 
it, were subsumed under feudal relationships; e.g. “tenures in common socage” in England (as opposed to 
“tenures on knight’s service”), which simply involved monetary obligations and were feudal only in name.’ (C3, 
p. 1016) As Marx indicates, socage was a relationship in which a tenant was granted rights to land (including 
overlordly protection) in return for a fixed regular fee. Socage was apparently, and not essentially, feudal – 
precisely an example of the formal subsumption outside of capitalist relations that Marx wishes to illustrate. 
 


