Origin

TRANSLATOR'S NOTE

Except for the brief concluding remarks, this is the furst English trans-
lation of Chapter I of Lenins famous The Dewclopment of Caplisiinn
in Russia, first published in 18gg under the pseudonym af V. llyin,

It Is significant to olserve that Lenln embarked on a detailed study
of “the process of formation of the home market for large-sale industry”
in Russfa as a ‘direct consequence of his theoretical debates with the
Naradniki, “Popullst” writers who cxercised = considerable Influence on

. Russla infellectua) groups in the 18go’s. He fimt undertook o refuie, on

2 purely thenretical basis, the Narodnik view that “the home market in
Rumla...contoacts as & sesult of Lhe disintegration of the peasantry and
as a contequence of the imposibility of reabizing surplus value without
a forcign market,” He then presented with mevculous qre statistical
data which supported his theoretical view and makes his book an exem-
plary piecce of wientific research,

In the preface to the book, Lenin states that he examined the princi-
pal theoretical postulates of abstract pelitical economy i the first chapter
in order to be relieved of “the necessity of having repeatedly to refer to
theory in the furiher exposition of the subject.” Although the principal
theoretical discussion Is comprised in Chapter 1, the Stalinists have so
litte respect for the theorctic interests of English-speaking Marxists that
this important theoretical chapier was omitted from the work when it
was {inally published, in an abbreviated form, in English in the 1950,

The present translation has heen made from the second, or 1008, edi-
tion, which hns been reprintedin all, subsequent editions, Quotatons by
Lenin of Enplish works have been reproduced from the originat English.
Leain's cltations frém Marx's Capital are, in most instance, both from
the German aml Russian translations. The present franslater has cited
the pages from the Moore and Aveling translation, There are only two
tnstances—one quotation from Proudhon and one from Rodbertus—ihere
it has been fmpossible 1o find the quotations n the original and it thos
bocame necessary to retranstate from the .Russian. . All footnotes are
Lenin's own, except those signed by the translator.—F, Forest,

‘ The market is a category of com-
. modity production, which, in its development, is transformed
inta capitalist production, and only under the latter diratne
stance acquires complete domination and general prevalence,
‘Therefore, in order to examine the fundamental theoreical
postulates about the home market, we must proceed from sim-
ple commodity production and follow its gradual transforma-
tion into capitalist production. . S

I. The Social Division of Lakor
The social division of labor is the basis of commodity pro-
duction. In it, manufacturing industry is separated from ex-
tractive industry. Both ol these are divided into subordinate
classifications and sub-classifications, which produce particu-
lar products in the form of commodities and exchange them
with those of all other industries. The development of com-
" modity production thus leads to an increase in the number
of separate and independent branches of industry. The ten-
dency of this development consists in this: to convert into 2
. separate branch of industry not only the production of spe-
" cific products, but also of separate parts of the product; and
not only the production of a product, but also the various op-
erations in the processing of the raw materials for use in the
product. Under aatural economy, socicty was comprised of
groups of generally similar household units (patriarchal peas-
ant families, primitive rural communes, feudal estates) and
cach of these units performed all phases of economic life, be-
ginning with the production of various types of raw materials
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and ending with their final preparation for use. Under com-
modity production, therc arc created dissimilar economic
units, the number of separaie branches of economy increases,
and the number of economic units which perform the same
cconomic function decreases. ‘This progressive development
of the social division of labor is the primary factor in the
process of the home market for capitalism:

.. On the basis of a production of commodities and {is absolute form,
capltalist production...[says Marx] these products are commodities, use-
values, which have an exchange-value which @n be pealized, converied
into money, gnly to the exient that other products face them as commoc-
ities and values. They have an exchanpe-value 1o the extent that they
are not produced as immediate means of subshitence for the producers
themselves, but as ¢ Hivies, as products which hecome wse-values
only by their conversion into exchange-values (money), by being got rid
of. The market for these ecommodities develaps through the social divi-
sium of labor; the separation of the productive labor into varfous depart-
ments transforms their respective products mutueaily into commoditi,
into mumwal equivalenis, maokes them serve mutually as markets. {(Dus
Kapital, 111, 2, 173-8, Russian translation, page 52, The emphasis is
oury, as is the case with al! ‘quotations, nrless it is specifically stated other-
wise. )t

It is selfeevident that this separation of manufacturing -

from extractive industry, of manufacture from agriculture,

.aransforms agriculture jtself into an industry, je, intd'a

branch of cconomy which produces cemmodities. This process;

of specialization, which separates various phases of the maauz7s,

facture of products from one another, creating 4n ever greater
number of branches of industry, develops also in agriculture,

PR YOS PEREIR - F Tonten AP L L0

creating regions of specialized agriculture (and the system of ..

agricultural vconomy*) which causes exchange not only be-
tween the products of agriculture and industry but between

various products of rural economy, This specialization of -
commodity (capitalist) agriculture appears in all capitalist - .

countries, maniiests itself in the international division of laber
and also appears in post-reform Russia, as we shall show in
detail below. :

Thus, the social-division of labor is the basis of the whole
process of the development of commodity production and -

capitalism. It is quite natural, therefore, that our Narodnik
theoreticians declared this (latter) process in Russia to be the,
result of artificial measures, a result “of a2 deviation from the
path,” etc., ete., ried to gloss over the fact of the social divi-
sion of labor in Russia, or to minimize its significance. V. V.,
in his article, “The Division of Agricultural and Industrial
Labor in Russia™ (The European Courier, 1884, No. 7), "de-
nied” “the domination in Russia of the principle of the soual
division of labor" (page 347), dedlared that with us the social
division of labor “did not arise fundamentally from the mode

of life of the people. but attempted to siip in through the:

crevices” (page 358) . N—on, in his Outlines, deliberated thus

1Capilal, 1T, 147=Tr,

*Thus, fur example, 1. A, Stebut, In ble Basls of Field Cullure, distingulshes’
the aystems of agriculinral ding to the prineipal market pinducta,
The mnjor systems of economy Are three: (1) husandry (*grain’ according to
the terminology of A. Skvortsav): {1) cattle Lrocding (chlel markst nroduet—
the products of catile) awnd {3} industrial (*“technlcal,” mecording to tha teym!.
nologz of A, Skvorisov), tha chisf marlet producte—agricultural producie des-
tined for technleal transforiiation. Cf. A, Skvortsav: Thes Infenca of Bieam
Transporiation on Rural Kconowy, Warsaw, 1000, page €8 f,
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about the increase in the quality of grain destined for sale:
*“This phenomenon could mean that the grain produced is
divided more evenly throughout the nation, that the Areh-
angel fisherman now cats Samar bread, and the Samar [armer's
dinner is made appetizing with Archangel fish, In reality,
nathing of the sort occurs.” (Outlines of Our Post-Reform So-
cial Economy, St. P., 18gg, page 37.) Without any supporting
data and contrary to generally known facts, he here directly
decrees the absence of the social division of labor i Russial
The Narodnik theory about the “artificiality” of capitalismu
in Russia could not indeed be established, except by denying
the very basis of commodily economy—the sacial division of
labor-or by declating it to be “artificial.”

. The Growth of the Industricl Population ot the Expenso

of the Agricuftural Population

Since, in the economic epoch which preceded commodity
cconomy, manufacturing industry was united with extractive
industry, chiel of which is agriculture, the development of
commodity production is represented by the separation from
agriculture of one branch of indusiry after another. The popu-
lation of a country with a poorly developed (or completely
undeveloped) commodity production s almost exclusively
agricultural. However, we need not construe this to mean
that the population is concerned only with agriculture. It
significs only that the population engaged in agriculture itselt
processes the products of agriculture, that exchange and divi-
vision of Iabor are almost completely absent. ‘The develop-
ment of commndity production, consequently, significs eo ipso
the separation of an ever greater part of the population from
agriculture, i.e, the growth of the industrial population at the
expense of the agricultural population:

It s the nolure of capitalist production to reduce the agrieuliural
population continually as compared. 1o the now-agricullural, bhecause fv

industry (sricily speaking) the increase of the constant eapltal compared
to the variable capital goes hand in hand with an absclute nerease,

though relative decrease, of the variable capital; whereas In agriculture

the varlable eapital required for the exploitation'©f a certain piece el
land decreases atsolutely and canmot inereace, unless new land is taken
into cultivation, which implies a still greater previons growth of the non-
agrienttural population, {Das Kapital, U1, 2, 177. Russian translation,

page 526y . NN

Thus it is impossible to imagine capitalism without an

increase of the commercial-industrial population at the ex-
pense of the agricultural population, and everyone knows that
this phenomenon is revealed in high relief in all capitalist
countries, Tt is hardly necessary to demonstrate the tremen-
dous significance of this circumstance, because it is indissolu.
bly connected both with the evolution of industry and with
the evolution of agriculture, The establishment of industrial
centers, the increase in their number and the attraction they
hold for the population can only have a most profound influ-

ence on the entire organization of the village, can only pro- .

mote the growth of commercial and capitalist agriculture. All
the more remarkable is the fact that the representatives of
Narodnik economics comptetely ignore this law, both in their
purely theoretic discussions and in their discussions about
capitalism in Russia (about the peculiarities of the maniiesia-
tions of this law in Russia we will treat in a more detailed
manzer Lelow, in Ch, VIID), In the theories of V.V. and N—on
about the home market for capitalism, there is omitted this
vital detail; the withdrawal of the population from agricul-

— .
sCapital LI, puges 7487, All emphasls, except when athorwise ainted, 1]
Lenin‘s, the reader will roeall~Tr,
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ture to industry and the influcnce this exerts upon agricul-
ture.® T

(11, The Dirintegration sf the Smoll Producers

Until now we dealt with simple commodity production,
Now we proceed to capitalist production, i.e., we assume that
instead of simple commodity owners we now face, on the ans
hand, tiie owners of the means of production, and, on ihe
other, the wage worker, the seller of labor power. The trans-
formation of the small producer iuto a wage laborer presup-
poses his loss of the means of production~the earth, instru-
ments of labor, shep, eic—i.c., his “impoverishment,” *ruin.”
There is a view that this disintegration “lessens the buying
capacity of the population,” “contracts the home market” for
capitalism. (N——on, Lc, page 185. Also, 208, 274, 287, 38540
and others. This viewpeint is also held by V. V. in the ma-
fority of his works) We are not concerned here with the fac-
tual data about the enurse of this process in Russia—in the
succeeding chaplers we will examine these daa in detail. At
the present time the question is posed purely theoretically,
i.e., with reference 1o commodity production in general during
its transformation into capitalist production. The writers
mentioned above pose this question also theoredcally, ie.,

Irom the single fact of the disintegration of the small pro-

ducers they deduce the contraction of the home market. Such
a viewpoint is entirely incorrect; its stubborn survival in our
eeonomic literatve can he explained only by the romantic
prejudices of Narodnism (as.to this, cf. {ootnotes to the arti-
cle*). 'They forget that the “freeing” of one segment of the
producers -from the means of production necessarily presup-
poses the transfer of these means of produciion ‘into other
hands—their transformatitn into capital. It presupposes, con-

sequently, that the new owners of these means of production .

now produce in the form of commodities products which for-
merly were consumed by the producer himself, ie., they ex-
pand the home market. It presupposes, furthermore, that, in
expanding their production, these new owners create a de-
mand in the markst for new instruments, raw materials,
means of transportation, etc., and also for means of consump-
tion {the enrichment of these new owners naturally presup-
poses -ar: 'increase in their consumption). "They also- forget
that it is by no meaps the well-being of the producers that is of
importance for the market, but the fact that he has money.

A decrease in the well-being of the patriarchal peasant, who-

previously existed in a predominantly natural economy, is
completely in consonance with the increase in his hands of 2
sum of money, because the greater the ruination of stch a
peasant, the more must he resart to the sale of his labor power
and the greater is the portion (although absolutely smaller)
of article of consumption that he must purchase on the mar-
ket : :

With the settlng free of 2 part of the agricultural population, there-
fore, their former weans of noutlshment were also set free. They were
now transformed into materdal elements of variable eapilal [eapital spent
in the purchase of Labor power]. (Das Kapital, T, 776) 0

The expropriction and eviciion of a part of the agricultural popula-
fion net oy &t frce for industifal capitul, the Yabmncen ieir mewts of
subslstence, and matcrial for Iabar; it also ereated the home market.

{tbid., 718}

1We palnted out an kdentieal atitude toward the quration of the gruwth of
tha [ndustiial popuintion on the part of the Weat-Ruropean ywannticiita and the
Ruxinn Narodnikl 1o tha aeticle. “Townrd w Characterlsation of Eeonomlo Ho-
manticlam, Stmondi and our own Sismondists”

*Lenin {s refertinx to his ardicle, “Towand o Charecterisation of Economle
Romantlelsm,” reforred to above.~~1v,

seapital, 1, 111 ="Tr. 4bid., pase wyr, Lenin's empuarin—Tr.
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Thus, from the absiract-theoretic point of view, the disin.
tegration of the small producers in a society of a developing
commeodity production and of capitalism signifies exactly the
opposite of that which the Messrs, N—on and V. V. wish to
deduce from it; it signifies the creation, and not the contrac
tion, of the home market. If this same Mr, N—aon, who de-
clares a priori that the ruin of the Russian small producers
significs the contraction of 1he home markel, quotes at the
saine time the contradictory assiriions of Marx cited above
(Cutlines, pages 71 and 114}, it merely demonstrates the e
markable capacity of these writers to confound themselves
with quotations from Capital.

V. The Narodnik Theory of the Impossibility of Realizing
Surpius Value

A further question in the theory of the home market con-
sists in the following. It is well known that the value of a
product in capitalist production falls into the following three
parts: (1) the first replaces constant capital, i.c, the value
which existed previously in the form of raw and auxiliary
materials, machines and instriments ol production, cic., and
vhich i only partly reproduced in the new product; (2) the
second part replaces variable capital, i.e., covers the wages of
thie worker, and, finally (3) the third part consists of surplus
value, which bzlongs to the capitalist. It is commonly as
sumed {we present this question in the spirit of Messms.
N—-on and V. V.) that the realization (i.c., finding a corre-
sponding equivalent, a sale on the market) of the first two
parts presents no difficulties because the first part goes for
production and the second part for consumption by the work-
ing class. Iut how is the third purt—surplus value—rcalized?
It cannot be wholly consumed by the capitalisis! And our
economists come to the conclusion that “the way out of the
difficulty” in the realization of surplus value is “the acquisi-
tion for a foreign market” (N—on, Outline, Part 1l and XV
in general and page o5 in particular; V. V., OQuersupply of
the Merket by Commodities in Fram the West, 1883, and Out.
- lines of Economic Theory, 5. P., 1895, page 179 ). The ne-
cessity of a foreign market for 2 capitalist nation is postulated
by these writers in this manner—thit the capitalisis cannot
otherwise realize the producis. The home market in Russia,
they assert, contracts as, a result of the disintegration of the
peasantry and as a consequence of the impossibility of realiz-
ing surplus value wthout a foreign market. Since a foreign
market is not within reach of a2 young country that so lately
came to the path of capitalist development, the lack of foun-
dation and still-birth of Russian capitalism are declared by
them to be proved on the basis of these a priori (and theoreti-
czlly incorrect at that) considerations!

Mr. N—on, discussing vealization, evidently had in mind
the Marxist theory on this question {(although he does not
mention Marx by so much as a word in thet part of the Out-
linés) but he failed utterly to understand it and perverted it to
non-recognition, as we shall presently see. Therefore a curious
thing occurred: his views coincided in all cssentials with the
views of V. V., whom no one can accuse of “non-understand-
ing” of the theory because it would be the greatest untruth
te suspect him even of the slightest acquaintance with it,
Both authors present their doctrines as if they were the first
to discuss this subject, drawing certain conelusions as if they
came “out of their own heads.” In the most Olympian man-
ner, both ignore the discussion of the old cconomists on the
subject, and both repeat tlic old mistakes which were refuted
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in a most detailed manner by Marx in the second volume of
Capital.* Both authors reduce the whole question of the real-
ization of the product to the question of the realization of sur-
plus value, evidently assuming that the realization ol constant
capital does not present any difficulty. This naive view en-
compasses a profound crror, from which fiowed all subsequem
mistakes in the Narodnik doctrine of realization. In renlity,
the difficulty in the question of cxplaining relization arises
precisely in the explanation of the realization of constant capi-
tal. In order to be realized, constant capital must again be
returned to production and this realization occurs directly
only when the products of such capital are means of produc-
tion. If the product that replaces the constant part of capital
consists of means of consumption, then its direct return to
producticn is impossible. Exchange hecomes necessary be-
tween that department of social production which produces
means of production and that which produces articles of con-
sumption. In preciscly this fact lies the whole difficulty of the
question, unnoliced by cur economists,

V. V. represents the question in general as if the aim of
capitalist production would nat be accutnulation, but con-
sumption. Deeply philosophical, Mr. N——on staies that "in
the hands of a minority there is a mass of material objects,
which exceeds the consuming capacity of the organismy (sich)
at the given moment of their development” (le., 140); “not
the modesty and abstention of the manufacturers serve as the
reason for the surplus production, but the limitations or in.
sufficient eclasticity ‘of 1he human organism [1!], which has not
succeeded in expanding its consuming capacity with a rapid-

ity equal 1o the growth of surplus value™ (76id., :61). He tries -

to present the matter as if he did not consider consumption
to be the aim of capitalist production, as if he 100k into con-

“sideration the réle and significance of the means of produc-

tion in thé questivn of realization. In actuality, he did not at
all clarily to himself the process of citculation and reproduc
tion of the whole social capital, and thus entangled himseli
in a whole serics of contradictions. We will not stop to exam-
ine all these contradictions in detail. (Cf. pp. 2oy-5, Oullines,
by V. V.) That is a very thankless task (partly [ulfitled now
by Bulgakov® in his book, About Mariets Under Capitalist
Production, M., 1895, pages 297-245). Furthermore, to prove
this criticism of the discussions of Mr, N——on, it is sufficient
to analyze his final conclusion, namely, that the foreign mar-
ket is the solution to the problem of the realization of surplus
value. This corclusion of Mr, N—on (in essence, only a rep-
ctition of the conclusions of V. V.) shows in the most graphic
manner thut he has not understood at all either the question
of realization of the product in rapitalist society (he., the
theory ol the home market) or the rble of the foreign market.
In fact, is there an ounce of common sense in dragging the
forcign market into the question of realization?

The question of realization consists in thiss How to find
in the market the different elements of the product to replacs
the value components of the capitalist product (constant cap-
ital, variable capital and surplus value) and the material
components of the product (means of production and means

*Particularly astounding vuder the ol o iv the nudacity of V. V.,
which transcends all literary license. In explaining his doctrine, he rovenls &
ooimpiete Jrnarance of the second volume of Capital, where the questlon of reals
Izatlon ta dealt with. V. V. here beazenly deciaresa that he “ullllzed the Marx-
15t theory for b sehamnla®™ (11). {Qutifacs of Etonenie Theory, MY, Ths Capl.
tollst Law tatel?l) of Produclion, Matribution and Consumption, page 108.)

*It Is not mupeniuous to remind the contemporary resder that Nr, folgs-
k0¥ and nlso the oftquoled Measrs, Struve amd Tugnn-Raranoveky had teled to
bo Marxluis in 1830, Nmw they havo all eafely tutned from teing “critio of
Marz" into ordinary bourgeols economists, (Remark to the second edition.)
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of consumption, which are in part articles of necessity and in  into the analysis of the annually reproduced value of products -
part articles of luxury). It is clear that foreign trade should be  can, therefore, produce only confusion, withour {urnishing

abstracted from this problem, because introducing it not only any new point in the aspect or solution of the probiem.” {Das

docs not by a hair's breadth advance the solution, but rather  Kapital, 11, page 469) 1

pushes the solution further away, transferring the question Messrs, V. V. and N-==on stated that they fully appreciated
from enc country 1o several countries. The same Mr. N-—on, the contradictions of capitalism, and pointed to0 the difficulty
who fnds in foreign trade *“the way out of the difficulty” of of realizing surplus value, In actuality, their appreciation of
realization of surplus value, deals with the question of wages, the contradictions of capitalism is extremely superficial be-
for example, thus: by that part of the annual produc: which cause, if we are to speak of “difficulties” of realization, and
they receive in the form of wages, the direct producers—the  about crises flowing from these difficulties, etc, then we must
workers—"can withdraw from circulation only that part of the acknowledge Lt these “difficultics” are possible not alorie in
means of existence which in value equals the gross sum of relation to the surplus value, and that they are not only pos-
wages” (205). It may be asked: how does our econamist know  sible but are necessary, as regards all parts of the capitalist
that the capitalists of the given country produce precisely that  product. Difficultics of this sort, depending upon the dispra-
much and precisely that kind of articles of consumption that portionality in the division of different branches of produc-
can be realized by wages? How does hic know that, in this in- tion, constantly arise not only in the realization of surplus
stance, ane can get along without a foreign market? Obvi. value, but also in the realization of variable and constant capi-
ously, he cannot know that. He has merely eliminated the 13); not only in the realization of the product in articles of
question of the foreign market because, in the discussion of consumption but also in means of production. Without such
realization of variable capital, what is important is the re- “difficulties” and crises, capitalist production in gensral, the
placement of one part of the social product by another, and preduction of individual preducers for an unknown market,
it is not at all important whether this occurs within one coun-- cannot exist, . .
try or within two countries, In relation to surplus value, how- -

ever, he shilts from this necessary postulate and instead of of- V. L. LENIN.

fering a solution, he simply shirks the question and shifts to _ o
. ¥The porngraph from which Lenin quolés the above phrass angd tha follow.

the question of foreign. markets, . ‘
. . . t dn: “Capitnlist prod d st at all without Zone!
Sale of the product in a foreign market itseif calls for an ing hentence Teadn: - opltndiat production does it wale, we ahip

explanation, ie., the necessity to find an equivalent for .the amume that forelym commerce replaces home products only by articles of other

- e . . usevalue, or-natural form, without affecting the relstlons of value, such au
portion of the social product sold, finding one type of capital- o the two’categories knmm as means of producton pad w&u;nr cons
o g i arx rumption and thelr # tions, nor the relatl of enpitnl, ‘variahle .
ist pmduct ,f!mE can replacc the oné sold. .rha.r B W!ly .1\1 enplial and surplus value. {oto which the value of the praducts of each of these,
states that “it is not at all necessary to take into considera- auicgaries may bo dimcires T introduction of foreign commerve” ete.. ax.

N T

tion™ the foreigi inarket and’ foteign trade in tlic analysis of abore. (Capltal, I, page $44.)—Tr,

reilization, because: {The: introduction of foreign commerce _ 270 [Cotioued in maxh iriie]
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Origin of Capitalism in Russia-ti

r'd : .

The editor neglected 1o point out in the last fuue that the title of
Lenin's cssay has been changed for typographical reasons. The actual
title reads, “Fhe Theoretic Mistakes of the Narcdniki,” and the ossay is
Chapter 1 of Lenln’s Developmient ‘of Capitalism in Russia. :

Additionally, the reader’s attention is called to the inadvertent omis-
sion last month of the page number in Capital, Vol. I, to which [ooinete
4 of Lenin's article referred. It should read, page 8:9.

b - s

l.Cl;nlInnd frowm Last [rswe)

¥. The View of Adam Smith an Production ond Circula-
tion of Sociol Production us & Whole in Copitalist So-
ciety, and Murx"s Criticlsm of These Views ’

In order ta analyze the doctrine of realization, we must
begin with Adam $mith, who laid the basis of the erroneous
theory on this question. Adam Smith divided the price of a
commodity into only two parts: variable capital (wages, ac-
cording to his rerminology) and surplus vaiue (‘profit” and
“rent” are nol united into one with him, so that he counted
three parts).* In the same manner he divided the aggregate
of commodities, the entire annual product of sodety, accord-
ing to those classifications, and directly related them to the
“revenue” of the two classes of socicty: workers and capital-
ists (manufacturers and landlords with Smith).**

How does he cxplain the omission of the third component
part of value—constant czpital? Smith could not avoid nn-
ticing this part, but he considered that it also is reduced to
wages and surplus value.
subject: ‘

Into the price of comn, for example, one part pays the rent of the
1andlord, anather pays the wages or maintenance of the laborers and la-
boring eattle employed in producing it, and the third pays the profit of
the farmer. ‘These thice parts seem either immediately or ultimately tn
make up the whole price of cort. A fourth part, it may perhaps be
thought, it necessary -for replacing the stoek of the farmer, or for com-
persating the wear and tear of the laboring cattle, and other Instruments
of hmbandry. But it 1ust be considersd that the price of any Instru-
ment of bushandry, such as a laboring horse, s jusell made up of the
same three. parts™ {that is: vent, profit and wages). “Though the price of
the com, therefore, may pay the price as well as the maintenance of the
hone, the whole price resolves juelf elther immediately or ultimately

- Into the same three parts of rent, Jabor and profit.e**

Marx calls this the "surprising” (11, page 866) doctrine of

Smith: “His proof consists simply in the repetition of the same

vAdam Smith, An Inquiry {ato the Neiure and Casies of (As Weallh of Na-
tions, 4th ed., 1801, Vol. 1. pago 75, Book I, Of the Oawses of Improvements in
tha Productive Powers of Labor, and of the Order Acvording to W kA Its Pro-
duce Ta Naturally Distributed dmong (Ae Different Ranke of the Peopls, Ca. VI,
0F thc Comperen? Porte of the Price of Commoditics. (Rum. tr., Blbikey, 5t .
1300, V. I, page 171 (Modern Library Edition, page 30—Tr.}
nel e, I, pape T8, Rums, tr. I, c. page 174 (Modern Library. paga 52=Tr.)
sorlhld,, 1, paxes 7310, Ruma, tr., I, pago 171, {(Modern Libzary, page 10.)
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This is how he deliberated on the .

An Old Essay by Lenin

contention.” Smith “sends us {from Pontius to Pilate” (I, B.
2, Aufl.,, page 612)" In stating thar the price of the instrument
of production itself falls into those three parts, Smith forgets
to add: and the price of those means of production which are
used in the production of these instruments. The erroncous
exclusion of the constant portion of capital from the price of
the product is connected in A. Smith (and equally in the
economists who followed him) with an srroneous concept of

accumuiziation under capitalism, i.e., the expansion of produc

tion, the transformation of surplus value into capital.’ Here
oo Smith omitted constant capital, assuming that the parr
of surplus value which is wansformed into capital is con-

sumed by the productive workers, i.c., is fully spent for wages,

when in reality the accumulated part of surplus value'is.spent
on constant capital {means of production and raw auxiliary
materials) plus wages, o - N

Marx eriticized this view of Smith (and also Ricardo, Milt

and the others) in the first volume of Capital, (Part VIL, The -~

Accumulation of Capital, Ch. XXIV, Conversion of Surpivs
Value into Capital, Sec. 2, Erroneous Conception, by Political
Economy, of Reproduction on a Progrewively Increesing .
Scale). Marx remarks there that in the second volume “it will .\
be shown that the dogma of A. Smith, 2dopted by all his suc-
cessors, hindered political ‘economy in undérstanding even:
the most elementary mechanism of the, process of social repro--
duction.” (I, G12)* A. Smith fell into this mistzke because he
confused the value of the product with the newly-created
value: the Iatter really falls into variable capital and surplus |
value while the first includes, in addition to these, the con:
stant capital. The mistake was exposed in the analysis of
value by Marx, who had enablished the distinction between
abstract labor creating new value and concrete, useful labor
transforming the previously existing. value into a new form
of a useiul product.

The explanation of the process of reproduction and cit.
culation of the entire social capital is especially necestary in
solving the question concerning national income in capitalist
society. It is extremely interesting to observe that A. Smith,
in speaking of this last question, was unable to proceed with
his erroneous theory which excluded the constant capital from
the whole production of the country:

‘The grom revenue of all the inhabitants of a great country compre-

“Cuplial, 11, pags 411.—Tr. ) oo

TCapial, T, 647, but thers the phrase, “from Iontlue to Plate” ia tranddated
ag “froem plllar to post,"—Tr, . -

*The above quotation Is from the Airst edition of Cepital, which i npyvell-
able In Bugllsh, and ean be found in the 1873 Bomlan translation on page 302
In the Ixtar sditlons of Copfial, Marx substituted for thls sentence an entire
paragraph, which appears oa the last parsxraph on page 47, Kerr edition~—Tr.
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henads the whole annual produce of their land and labor; the net reves
e, what temalng free to them afier deducting the expense of maiutain.
ing, first, their fised. and, secondly, thelr circulating capitsl: or what,
without encroaching upan their caplial, they can place in thelr stock re-
served (ur immediate connunption, or spend upon their suhsisienee, con-
veniences, and amusements. (A, Smith, Book 14, Of the Nature, dccumula-
tion, end Employment of Stock, Ch. M. Vo, II, page 18, Russ. u, 1,
page 115

Thus, out of the entire preduction of the country, Smith
exciuded capital,® asserting that it is resolved into wages,
profit and rent, ic., on (net) income; but in the gross revenuce
of socicty Ine includes capital,* separating it {rom articles of
consumption (net revenue), Morx seizes upon this contradic-
tion of Smith: how cun capital be included in income il capi-
tal had not previously exisied in the product? (Cf. IDas Kapi-
tal, 11, page 355).* Unwitlingly, A. Smith here acknowledged
the three component parts of the value of the whole product,
not merely variable capital and surplus value Gut also con-
stant capital. In the subsequent discussion, Smith lits upon
another important distinction, which has tremendous. signifi-
cance in the theory of realization.

The whole expense of maintaining the fixed capital must evidently be
excluded from the net revenue of the socicty. Neither the materials neer
ewsary for supporting their useful machines and Insruments of trade,
their profitable buildings, etc, nor the produce of the labor necossary for
fathioning those materials into the proper form con cver make any part
of it. The price of that labor mzy indeed make 3 part of {t; as the werk-
men so employed may place ihe whole value of their wages in their stock
reserved for immediate conmwmptlon, But in other sarts of laber, both the
price (of labor} and the produwe (of labor} go to this stock, the price o
that of-the workmen, the produce to that of oiher people. (A. Smith,
by

Here there is a suggestion of recognizing the necessity of
distinguishing . the twofold . characier of tabor; one, to pro-
duce articles of utility capable of inclusion in “net revenue’’;
the ather, to produce “uselul machines, instruments of trade,
buildings., etc.,” i.e, producis which can never be used for
personal consumption. This is already one step toward rec-
ogniring the fact that to cxplain realization it is absolutely
neeessary to distinguisk between two forms of consumption:
personal and productive (i.c., reverting 1o production). The
correction of hese mistakes of Smith (omission of constant
- eapital from the value of the product, and confusion of per-
scnal with productive consumption) made it possible for
Marx to construct. his remarkable theory of realization of the
social product in capitalist society. ] .

The economists between A. Smith and Marx all repeated
the mistake of A. Smith** and therefore did not advance a
step. What confusion thercfore reigns in the theory regarding
national income we shall see Jater. In the dispuie which oc-
curred regarding the possibility of general commedity over-

rocuction~Ricardo, Say, Mill and others on the ene hand,
and Malthus, Sismondi, Chalmers, Kirchman and others on
the other—both sides accepted as a basis the erroneous theory
of Smith and therclore, according to the just remark of Bul-
gakov, “a3 a result of the erronecus points of view and incor-

_rect formulation of the problem itself,- these controversies

doders Lihmry editlon, page #71.—Tr,

*Evidently because Lie Is paraphrasing Smith, Lenin here uses the word,
capitul, Instead of constant canltal,~Tr,

wCapital, 11, pare €10, Thix 1n not a quotation from Marx but o pars-

phrase by Lenin of Marx’s second parmgraph on that pawe—Tr.

uModern Lihrary edlifon, pame 271 Lediln's cmphasis.—Tr,

oy axnmple, Ricardn aserte: “The whole produce of the Jard and labor
ef every eouniry I divided Iats three portlona: of these, one portion [ deveted
ts wapws, ancther o profit, and the dther to reot® {Works, 7, Ziber, St P,
1935, pame 111) {Principla of Pulitieal E and Taraliem, 1391, Dage 308,

-Tr}
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could lead only to empty and scholastic disputes.” (L.c, page
21. CI. the description of these disputes by M. Tugan-Bara-
novsky, Industrial Crises, ctc., 5t, P, 194, pages 877-040.)

YI. The Marxist Thoory of Reclizction

From the above it follows that the basic postulites on
wltich the Marxist theory is built consist of the two following
premises: First, that the entire product of a capiwlist country,
like dliat of an individual product, is comprised of the f(ollow-
ing three parts: (1) constant capital, - (2) variable capital,

(8) surplus value. For him who Is acquainted with the analy-
sis ol the pracess of produciion of tapital in Marx's first vol-

ume of Capital, this postulate is sclf-evident. The second

‘postulate is that it is necessary to distinguish two great depari-

ments of capitalist production: Department 1, the production
of means of pruduction, or objects which serve productive
consumption, that is, are utilized in production which is con-
sumed, not by people. but by capital: and Depariment I, the
production ol means of consumpiion, ie., articles used for
personal consumption, “In this one division there is more
theoretic sense than in all the preceding controversies regard-

“ing the theory of markews” {Eulgakov, l.c. 27).

One mnay ask why such a division of preducts into their
natural form is necessary in the analysis of the reproduciion
of socizl eapital when tlie production and reproduction of the

individual capital was analyzed without such a division, &n.

tirely ignoring the question of the natural form of the prod-
uct. How is it possible to introduce the question of the natu-
ral furm of the product into a theoretic exarnination of capi-
talist production built enuirely on the exchange value of the
product? The answer is that in the analysis of the production
of individual capital the question where and how the product
will be sold, where and how the articles of consumption will
he bought by the workers and the means of production by the
capitalist, was abstracted as a question that had nothing to
contribute to-thae analysis and was not related to it. There
we’ had under analysis only the question of the value of the
separate elements of production and the results of production.
Now' the question consists precisely in thiss Where will the

_workers and capitalists get their means of consumption?
"Where will the latter get means of-production? How will pro-

duction meet these demands and create the possibility -of cx-
panding production? Conscquently we have here not only *a
reproduction of value, but also of material” (Stoffersatz, Das
Kapital, 11, 38g)." Hence it is absolutely necessary to distin-

guish between types of products which piay entirely differenc

rbles in the process of social production, C

Once we take into consideration these hasic postulates, tlie
question of realization of the social product in capitalist so-
ciety presents no difficulty. Let vs first assume simple repro-
duction, i.e., repetition of the process of praduction ‘in the
existing quantities, the absence of accumulation. It is evie
dent that the variable capital and surplus value of Depart-

ment 11 -{existing in the form of articles of consumption) are *
realized by the personal consumption of the workers and copi- _
talists of this depariment (because simple reproduction pres -

supposes that the whole surplus value is used up and not an
fota is translormed into capital}. Further, in order to be rea-
lized, variable capital and surplus value existing in the form
of means of production (Department I) must ‘bé exchanged
for articles of consumption [ar the capitalists engaged in the
production of means of production. On the other hand, the

uCapiial; I1, pags 438.—Tr.
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constant capital existing in the form of means of consumption
{Department [1) can be realized only by exchange for means
of production in order again to he converted into production
the following year, Thus we have an exchange of variable
capital and sueplus value in the means of production for con-

stant capiial in the means of consumption. Workers and cajsi-

talists {in 1hie departient of imcans of production) receive in
this manner their means of existence, and the capitlists (in
the department of means of consumption) sell their praduct
and receive constant eapital for new production. Under con-
ditions of simple reproduction, these exchanged parts must
be equal 1o each other: the sum of variable capital and sur-
plus value in the means of production must ke cqual o the
constant vapital in the articles of consumprion. On the other
hand, if we assume reproduction on an expanded seale, ic.,
accumulatinn, the first magnitude must be greater than the
sccond because there must be present a surplus of means of
praduction to begin rnew production,

Let us return, however, to simple reproductinn. There
remains a realized part of the social product, specifically, the
constant capital in means of production. It is realized partly
by exchange between caphalists in this depaviment (for ex-
ample, coal is exchanged for iron because cach of these pred-
ucts serves as a necessary material or instrument in the pro-
due of the other) and partly by direct conversion into produc-
tion (for exampie, coal is mined in order to be utilized in the
same ufidertaking in order once 2gain to mine coal; send in
agricultuke, etc). So far as accumuiation is concerned, then,
the point of deparutre s, as we have seen, an abundance of
means ol produetion {which are derived from the surplus
value of the capitalists ‘of this ‘department) as well as trans.
formation of part of the surplus value in the articles of con-
sumption. We consider it superflucus to analyze in detail
how this additional production will be united with simple
reproduction. Our rask does not comprehend a special analy-
sis of the theory of realization, As an explunation of the mis-
‘takes of the Narodnik economists, which will permit us to
draw certain theoretical’ conclusions about the home market,
the above will suffice.® - '

In the gquesiion which most concerns us, ie., the home
markei, the growth of capitalist produition and, conscquently,
al the home market, procceds not so much-with respect to’ar-
ticles of consumption as to means of productivn, To put it
otherwise: the growth of the means of production outdistances
the growth of articles of consumption. In fact, we saw that
the constant capital in articles of consumption (Department
11) .is exchanged [or variable capital plus surplus value in the
means of production (Department 1). But, according to the
general law of capitalist production, constant capital grows
faster than variable. Consequently, constant eapial in Lhe
ariicles of consumption must grow laster than variable eapi-
tal and surplus value in the articles of consumption, and con-
stant capital in the means of production muse grow [faster
yet, outdistancing both the growth of variable capital (plus

. *C1. Capital, Vol IT, Part 111, whare hnth aceameintian and division of &r-
, tigles af conwumption Into articles of necessdty and artleles af luxurr, an
monay clirculatlon amat exhhustien of th~ arizinnl eapltal, rie. nre analyed In
datill. For the renders who ave unahle to nequalat thomeslyves with Vnl (1 of
Capilal, 1t is posstble to recammend the anxbyasts of tha Marxist thewry of renliza-
tion dn tha above auuteit boak of €. Nuiznkny, Tho annlvaia of Bulgakor s
more stl+factory than that of M. TumnmBrannvsky tfndwnieint Crires, paxes
£0%5.438), who made verv unsuccessful slevintinns fram Marelem In the ennsprice
tlon of nix own schimala and InsuMelantly exp'alndd the Mnrxint thearv=
more aatisfactory nlso shan the arnlysis of A, Skearteod (Hasie of Political
Econemy, St Po 1528, paves 281-293), who holds lncorrect vlows op Ihe very

Important questions of proft acd rent.

1932 .

The NEW INTERNATIONAL « NOVEMBER, 194)

surplus valuc) in the means of productlon and the growth of
constant capital in the articles of constmption, Thus the
growth of the home market for capitalisin to a certain degree
is “independem” of the growth of personal consuniption,
being consummated particularly in the field of productive
consumption. Ilawever, it would be incorrect to construe this
“independence” to mean a complete diverce of productive
consumption from persotal consumption, The first can and
must grow faster than the second (by this s "independence”
is linsited) but it is obvious that in the final analysis produe
tive constimption always remains linked to persenal constnp-
tion. Marx treats this question thus:

We have zeen {n Volume 1L Part 111 that a contiigous crculation
takes place benween constunt capitad and constaet capital, oo [ATars means
constant capital by the means of production whicl is sealized by exchnge
between capitalists of the same depmiment] ... which s e w0 Lo inde-
penddent of individual constmption, as it never colers o sudh con-
sumption, bt witich is nesertheless definiicly fimital by it, heanunse the
produition of comtant apital never takes place for fis own sake, hut
sulely bocanse more of [his capital is nected in those spherss of produc-
tion whose products pass into individnnl comumption, (Dos Kapital, M,
1, 289. Russ, tr., page 243." . .

This enhanced use of constant capital is nothing other
than an enormous development of the productive forees, ex-
pressed in terms of exchange value, because the principal part
of the rapidly developing “means of production™ consists of
materials, machines, instruments, buildings and all other ad-
junets of large-scale and especially machine production. It is
quite natural, therefore, that capiwlist production, devclop-
ing, as k does, the productive forces of sucicty, and creating
large-scale procluction and machine industries, is distinguished

by the striking expansion of that departinent of social wealth’

which consists of means of production:

That which distinguishes in this case [that Is, In the produtction of
means of prduction) enpltalist saclety from a sotiety of savages is not. as
Senfor thinks, that it s a privilege and peculizrity of a4 savage to expend
his labar during a certain time whick tices nov seciere for hiim any. revenue
convertible into articles of comumption, but the distinction is the fol-
lowing: . . . )

(2) Capitalist saclety employs mere of lis avaifable annual lahar in
the production of means of producation ancd thus of e:astant_rapitel)
which zre niot convertible Into revenue in the form of wages or surplus
value, but can serve only as capital, ‘

("} When a savage makes hows, arrows, stone hammers, axes, baskers, ©

elc., he knows very well that he did not <pemd the time so employed i

the production of articles of consumption, hut that he has fimply stocked

his tupply of means of production, and nothing else. (Des Kaplicl, 11,
. Page 430 Rus, tr., page 433"

‘This “conscious recognition™ of onc’s relation to produc-

tion has been last in capitalist society because of the characier-
.istic fetishism which represents social relations between people
in the form of relations between things as a consequence of
the transformation of every product into 2 commadity pro-
duzed for an unknown consumer and subject 1o realizalion
in an unknown market. And since for the individual manuv-
facturer the kind of product he produces is a matter of com-
plete indifference—cvery product gives him an “income”—
this superficial; individualist point of view was adopied by
the theoretician-cconomists toward society as a whole and hin-
dered them from understanding the process of reproduction
af the entire social product in caphalist production. "

The development of production (and consequemly of the

“apiial, 11, $30,—=Tr.

1bid., pages 309.310,

#ienin I referring to the phense "hy knows vey well™ In thy nbove guo-
tatlon from Marz, which was transtated Into Russlan ns “conscious “reesgnl

Uon,"—Tr.
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home market), beeause it relates chiefly to means of produc.
tion, appears paradoxical and undoubtedly does present a
contradiction. This is genuine “production for production’s
fake,” expanded production without 3 corresponding expan-
sion of consumption. However, this is act merely a doavine
but real life; it is (his contradiction which corresponds to the
very rature of capitalism and to other contradictions of this
system of social production. It {5 precisely this expanded pro-
duction without a corresponding expansion of consumption
which is in consonanrce with the histeric mission of capitalisin
and its social structure: the fist chararteristic consists in Lhe
development of the productive forces of socicty; the second
prevents the utilization of these technical achievements lor
the benefit of the masses of the population. Between the lim-
iuless striving for expansion of the productive forces charac
teristic of capitatism and the limited consumption ol the peo-
ple (limited as a consequence of their proletarian composi-
tion there is undoubiedly a contradiction. Precisely this con-
aradiction is afirmed by Marx in those very postulates which
are glibly quoted by the Narodniki as if they supported their
views about the contraction of the home market, the non.pro-
gressive chavacier of capitalism, ewe. Here are some of these
postulates: . :

Contradiction in whe capitallsn mode of production; the labovers as

- buyers of commoditles are important [or the mmker, Bug as szilen of

theit own commodity—~labor power—capitalist sociecy tends o deprew
ther to the lowest price.” (Das Kapita), 11, s}

«»« The conditions...realiration...are limitedby the...proportional

relations of the various lines of production and by the consuming power
of socleiy.... But to the exient (hat the productive power devclops, it
finds Juself at varlance with the narrow basis on which the condidons of
consumption vest. {Das: Kapital, 111, a, 225-6.)%

© ‘The harriers, within which the presepvation and u!f-clpam!on of the
\ralue of capital resting on the expropriation and pauperization of the
great mass of producers can alone move, these barrieis come contipually
In enllision with the methoeds of production, which capital must ewploy
for Its purpases, and which steey straight towand an unrestricted exten-
sion of production, toward production for its owi self, toward an undon-
ditlonal devclapment of the produﬂhe foroes of society, ... Thus, while
the eaphalist mode of production is one of the historical means by which
the maierial farces of prodiiction are developed and the world market
vequired for them crealed, it I8 at the same time in comtinual conflict
with this historicii task and the conditions of aoclal peoduction corre-
spoading w it. {111, 1, 232. Russ, 194"

The tast camse of all real crises always remalns the poverty and re-
stricted co ption. of Lthe as compared to the icndency of capi.
talist produc\lon 10 develop the productive forces in such a way that only
the zbsolutc power of consumplion of the entire soclety would be their
MHmit,® (110, 2, 21. Ruse ir, 3950

In" all the above quotations the contradiction between

Yimitless striving to expand production and limited consump- .
- tion is auested, and nothing clse.*® Nothing is more absurd

than to conclude [rom the quotations from Capital that Marx
did not consider it possible to realize surplus value within a
capitalist socicty, as if he explained crises by insufficient con-
sumption. In his treatment of realization, Marx demonstrated

0dalial, 11, page 383, footnote~~Tr, DJbid., 11, pages 246-207.—Tr, MIbd,,
popc 303.—Tr W iid., page sE8. .

*It I» precisely this sent which the eminent feml n n Herostratinn
manner) Ed. Rernstein quotes In his MHe Vorowsstlrurgen, ele, {Stutig., 1388,
page 7). (Eveluliorary Socialism, page 73.—Tr.) It fs of course natural that
our e o, slit, tupning from Marxism 1o t\he old bourgeols eeohomy, shovld
have bistened to declare that this nrlses from n contradiction In tha Maruist
thenry of crises, And that such a visw on Vhoe part of Marx “a nct very diffce-
ent from Rodbertusa theary of crisen In realily, .ihorc sxizta = “contradle.
tion™ enly belween the prelenslnne of Narasteln nn the one hand nnd his non-
seesical electiclam op the other. The degros to which Dernstein falled to under.
atand the theary of realization Is clear from Ws very curlous sreument that the
tremendous growth of the masy of mirplus volue necessarily simifes an Incredpe
i the pnumber of proprietora {ur an Increnre In the wall-belng of the worker)
buenuce the capitallats themenlves And thelr “mrvants” (Sic) Page 313} chn-
Dot “'consdina’ tha whole surplus valus!l (itemark to the second editlon.)
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that “in the final anal}sis the exchange beiween constant capl-
tal and variable capital is limited by personal constnption,”

but that same treatment showed the true'meaning of “limita-
tion,"” showed that the asticles of home consumption play a
lesser véle in the formation of the home market than the
means of productivn. Furthermore, there is nothing more
absurd than 10 deduce the impossibility, unprogressive char-
acier, ete, of capitalism from its conradictions. This is merely
to hide onesell higl in the clouds of romantic fanmiasics from
unpleasant but indubirable reality,. The comradiction be-

tween the striving (or Hmitless expansion of produciion and
limited consumption is not the only coniradiction of capital-:

ism, which, in general, cannot exist and develop without con-
iradictions. The contradictions of capitalism bear witiess to
its historically transitory character: they explein the condi-
tions and causes of i1s disintegration and its transforination

inmto a kigher form, but lhcy exclude neither the possibility of

capitalism nor its progressive character as comp:u'ed w ecarlier
systems of sceial economy.
V. L. LENIN.

[Coneludad in uext imvol

**The vlew of Mr, Togan-Daranovsl:y, who staten that Marx, in formulat-
inp these postulates, fell into coatradictito with his own ansiysls of reallxatlon,
Is erroneoun, (Mir Bozhy, 1708, No. 0, nxo 123, In the artlde, “Capita)iem and
the Market.™ There 1 no contradictlon In Marx whatwcver beeause, In the
analyeis of renllantion. be rhowy ihe exxineciisn betwesn nproductive u.nd per
sinial l:nnnlmpi!nn.
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Origin of Capitalism in

{Continuad from Jost issue]

Vil, Theories of National Income
Having stated the fundamental postulazes of the Marxist

theory of realization, we must yet point briefly to its tremen.

dous significance in the theory of “consumption,” "distribu.
ton,” and “income” of a nation. All these questions, ¢spe-
cially the last, were' until now the real stumbling block for
cconomists, The more they wrote and spoke of it, the greater
was the confusion emanating from the fundamental misiake
of A. Smith. We will indicate several examples of this con-
fusion here. ' . : : :

1t is interesting to note, for example, that Proudhon essen-
“tially repeated this mistake, simply giving the old theory a
somewhat different fomulation. He stated: :

A (under this arc presumed all owners, employers. and capitalists)
Legine an enterprise with 10000 francs, paying the workers in advanon,
for which they must produce products. After A has thus transformed his
maoney into commaoditics, he must, when he has completed production, for
example, 2t the end of a year, again convert the commodities inlo moncey,
To.whom . will he sell his commodities? Naturally, to the workers, since
there are only two classes in society—on the one hand, the employers, on
the other, the workers, These workers, having recelved 1000 francs for
their labor in the form of wages, which are sufficient to cover the neces-
sities of their Hle, must now, however, pry more than 20000 francs, that
is, they must pay the ntagt of return on cipital [nvesiment and
other profits which he anticipated making 2t the beginning of the year.
This excess above 10000 francs the worker can cover only by a loan and,
as a consequence of this, he falls into greater debt and paverty, One of
twa things must happen: either the worker can subsist on nine units out
aof ten he has produced, ot he must pay the employer only his wagss and
no more, In that case, however, the employer himsell becomes bankrupt
since he borrowed his capital £t a rate of interest which he must pay back.
(Diehl “Proudhon,” 11, 200, qunted’ in the Sbomik “Industry” Ariicles
from Handworterbuch der Staatswissenschaften, M. 1898, page 1)

As the reader sees, this is the same difficulty—how to realize
surplus value—which bothers Messrs V., V, and N——on. Prou-
dhon merely expressed this in a somewhat peculiar form. And
the peculiarity of his formulation brings him even closer to
our Narodniki. They, exactly like Proudhon, discern the “dif-
feculty” in the realization of surplus value (interest or profit

. in the terminology of Proudhon), but fail to recognize that
the cenfusing theory, borrowed by them from the old econo-
mists, hinders the explanation of realization not only of sur-
plus value hut also of constant capital, That is, their "diffi-
culty” results in a failure to understand the whole process of
realization of products in capitalist society. Concerning this
‘theory" of Proudhon, Marx remarked sarcastically:

Proudhon, incapable of grasping this, expotes hiz incapableness in
the ridiculous formula: The laborer cannot buy back his own produet, be-
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cause the interest is contained fn it, which is added to the purchase
price. (Das Kapital, 111, 2, 879. Russ. tr., page 698, with errors)®

Marx quotes a remark against Proudhon by a vulgar econ-
omist, a certain Forcade, who “quite correctly gencralizes the
difficulty, which Proudhon expressed only under a more nar-
row point of view,"® that is, Foreade stated that the price of
commodities includes not only a surplus over wages and profit,
but also a part which replaces: constant capital. That means,
concludes:Forcadé—in opposition to Proudhon--that the capi-
talist too cannot, with his profit, buy back his commedities.
(Forcade himself not only failed to solve this problem but

* did not even understand it} > .

In exactly the same manner, Rodbertus failed 1o contrib:
ute anything to the solution of this question. Asserting with
particular emphasis that “ground rent, profit on capital, and’
wages comnprise income,”® Rodbertus, however, did not in uny
way clarify for himeelf the concept of “income.” Describing
what would be the problem of political economy if it followed
the “correct method” (Le., page 26}, he thus deals with the
distribution of the national product: “It (i, the genuine
“seience of netional income—emphasis by Rodbertus) “should
have shown how, out of the whole national production, one
part is always designated in advance as replacement {or what
was used in production or by capital, ‘and the other part as
national income~for the satisfaction ‘of the direct nceds of
society and its members" (Ibid., page 27). But although a
genuine science should have demonstrated this—nevertheless
the “science” of Rodbertus did. not make this demonstration
at all, . : )
The reader will see that Rodbertus merely repeats Adam
Smith word for word, not even noticing, evidently, that the
problem first arises here. Which workers “replace” the na-
tional capital? Which realize their product? Of this he had
not a word to say. Summing up his theory {diese ncue Theo-
rie, die ich. der bisheringen gegeniiberstelle, S. §2) in the
form of separate postulates, Rodbertus speaks from the very
outset about the distribution of national income, thus: “Rent"
{it is clesr that under this term Rodbertus meant that which
is calied surplus value) and wages are therefore in essence
shares which pertain to the product to the extent that- it is
income” (page §3). This very important slip of the tongue
should have led him to the most essential question, Since he
had previously stated that under income are nnderstood ob-

®Capilal, 11, page $12, footnole; the word “ridiculous” is Joft out of the
teanalntion, though & app in tha origt G TT.
#7bld,, page 981, fontnole, '
*Zur Heleuchtung der socialen FPruge Tr. Rodbertus-Jagstsow, Berlin,
1ATY, pago 72 w1,
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jeets serving “the satisfaction of direct needs,” it follows that
there are products that arc not used [or personal conswmp:
ton. How are they realized? But Rodbertus does not notice
this lack of clarity; he quickly ignores this slip and passes on
o a discussion of the “division of the product into thvea
shares” (wages, profit and rent, pages 4g-50ff). Thus Rodber-
tus essentially repeated the dogma of A. Smith and 1ogether
with it his basic error and hence explained nothing at all e
garding income.

The promise of a new and better theory as to the division
of the national product turned out to be an empty promise,
In actuality, Rodbertus did not advance the theory on this
question by a single degree. To what degree his concepts of
“income” were confused are revealed in his further discussion
in the fourth Social Letter to F. Kirchnian (Das Kapital, Ber-
lin, 1884) on the following: It is necessary to ronsider money
as pational revenue; are wages derived from capital or from
income?P—speculations which Engels said belong“to the do-
main of scholasticism” (Vorwort to Vol. 1I of Capital, S,
XX )

The reign of complete confusion regarding concepts of
national income is absolute with economists cven today. Tor
example, Flerkner, in his article gn “Crises” in Handworler
buch der Staatswissenschaften (the Sbornik mentioned previ-
ously, page B1), diseussing realization of the product in capi-
“talist society (in paragraph g~"Distribution”} finds the state-
ment of X. G. Rau, who merely repeats the mistake of A.
Smith by dividing the whole product of society into shares of
income, a “felicitous” ong. R. Meyer, in his article on “In-
come” (same pl., pages 2B3ff), quotes the confused definitions
of A. Wagner (who likewise repeats the mistake of A. Smith)
and frankly admits that “it is difficult to distinguish income
from capital” and “the most difficult thing is the distinction
between profit {Ertrag) and income (Einkommen).” -

We thus see :hat the economists, having criticized and
being still in the process of criticizing the insufficient attention
that the classicists (and Marx) paid to “distribution” and
“consumiption,” could not elucidate even an iota of the fun-
damental questions of “distribution” and “consumption.”
as i¢ they were independent branches of science correspending
to some independent process and phenomena of economic life.
Political ecoromy does not concern itself with “production”
at all, but with social relations of people in production, with
the social organization of production. Once these social rela-
tions arc explained and analyzed in full, by that token thers
are defined the place of each class in production and, conse-
quently, their share in national consumption, And the solu-
tion to this problem—before which classical political economy
stopped and whick has net by a hair been advanced by all
sorts of specialists in the field of “distribution” and “consump-
tion"—is given by a theory directly related to that of the classi-
cists, which consummates the analysis of production of capi-
1al, individual and social.

The questions about “national income” and about “na-
tional consumptlon” are absolutely insoluble if posed as inde-
pendent questions. But, although they are thus fruitful only
of scholastic discussions, definitions and classification, they
prove to be completcly soluble when the process of produc-
tion of the whole social capital is analyzed. More than that:
it ceasces to exist as a separate question when the relation of
national consumption to the social product and the realiza-
tion of each individual part of the product are explained.

npryface 1o Vol, I of Caplial, page 20.—Tr.
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There remains only the nced to name these individual parts:

In order to aveld uselens difficulties, it is necesary to distinguish the
gross output and the net oulpul from the gross income and the net in-
come,

The gross output, or the gross praduct, fy the tatil reproduced prod-
' N

The gross fncome is that porton of value and that portion of the
gross product measured Ly it which remains after deducting that portion
of valug and that portion of the total product measured by it, which 1e-
places the constant capital advanced and consumed in production, The
gross incotne, then, Is equal to the wages (ot (o that portion of the prod.
B¢t which is 1o brrome once more the income of the laborer) plus the
profit, plus the rent. On the other hand, the net income s the surplus
value, and thus the surplus preduct, which remains alier the deduction
of the wages, and which, in fact, represents the surplus value realized by
capital and to be divided wlth the landlords, and the surplus product
measured by it. .

.. Viewing the income of the whole toclcty, the national income con-
sists of wages plus profit plus rent, that is, of the gros tncome. ut even
this is ap abstraction to the extent that the entite society, on the basis of
capitalist production, places jtself upon the capitatist standpoint and
considers only the income divided into profit and rent as the net income.
()11, =, g75-6. Russ, tr., pages Gog-0.)% '

Thus the explanation of the process of realization brought
clarity also to the question of income, solving the basic diffi-
culty whieh hindered an understanding of this question: How
“income for one is capital for annther? How does production
which consists of objects of personal consumption and falls
entirely into wages, profit and rent include also the constant
part of capital which can never be income? The analysis of
renlization in Part I of Volume I of Capital fully:snlves
these problems, making it necessary only that these parts of
the social produét he designated, which Marx does in the con-
ciuding part of Vol. TII of Capital devoted to the question of
“income,” and to refer to the analysis in Vol. IL* .

Vill. Why ¢ Foraign Market Is Nacessory to o Copitulist
Nation : o

In regard to the analyzed theory of realization of the prod-
wtet in capitalist society, the question may arise: Does not this
contradict the fact that a capitalist nation cannot dispense
with foreign markets?

1t is necessary to remember that the analysis of realization
of the product in capitalist society proceeded upon the as-
sumption of an absence of foreign trade: this postulate has
been stated'and its necessity in such an analysis was demon-
strated. Obviously, the importation and exportation of prod-
ucts would cnly confuse the question, and in no way aid in
solving the problem. The mistake of Messrs. V. V. and N—on
consists in this: that they bring in the foreign market in order
the explain the realization of surplus valve. Since it explains
exactly nothing, this introduction of the foreign market only
hides their theoretic mistakes, on the one hand, and, on the
other hand, it permits them to avoid, by means of these erro-
neous “theories,” the necessity of explaining the fact of the
development of the home market for Russian capitalism.**
The “foreign market” for them is merely a subterfuge which
glosses over the development of capitalism {and consequently

—_—

#Capital, TI1, pages DT8-0.—Tr.

«gf, Das Kopital, TI1, 2, VIL. Abschnlt, “Dle Tevenue,” ¢h. 92 *Zur Ana.
Iyre dea Produxtionsprocesses™ (Ruas. tr., pages S88-708). Hore Marx nlso Jais
the cireumstancss which hindored the former econumlats fram undemwtanding
this process (pnges 370-38%, Ruas, A, pages 008-300), (Capital, 1th Tart VIL
the Revemies and Their Sourcer, Thy 40, A Contribution fo the Anafysis of e
Drocers of Productlon, pages 988-093,~Tr.}

+o(h, 5, Dutgakoy very correctly mentlons, {n tha nbave muated book: "“Untit
now the cotton industry destined for the pessant market has prown contlnu-
ausly.. .Cosseqienily, this absinte nairewing of national consumption™ (about
which Mr. N—on speaks) ™., ly coneslvable only thoorsticnlly,” (pages 314
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of the market) within the country by a subterfuge all the more
convenient because it frees them also from the necessity of
analyzing the facts which testify to the conquest of Iure:gu
markets by Russian capitalism,®e*

The necessity of a foreign market for a capitalist country
is not at ail determined by the laws of realization of the social
praduct {amd of surplus value in particular), but primarily
by the fact that capitalism is only the result of a widespread
system of commodity exchange which transcends the limits of
state bounduries. Therefore it is not possible to conceive of
a capitalist nation without foreign trade, and indeed there is
no sitch nation.

As the reader knows, this result is a historic plienomenon
from which the Narodniki cannot take cover in the vapor of
hackneyed phrases ahout the "'mposslbxlny for capitalists to
consume surplus value.” Here jt would be necessary to ex-
amine—if they acwwally wished to pose the question of the

Joreign markei—the history of the development of foreign

trade and the history of the developinent of commodity ex-
change. Had they analyzed this history, they swould, of course,
find it impossible to explain capitalism as an accidental devia-
tion from the path.

Sccondly, the proportions between the component pars
ol social _production (both in value and in natural form),
which it is necessary to presume in demonstratmg the theory
of reproduction of social capital but which'is merely an aver
age derived from a series of constant vacillations—these pro-
portions ave constantly upset in capitalist’ society because” of
the fact that the individual producers work for an unknown
market. The separate parts of industry which serve as a “mar-
ket” for cach other develop uncvenly; some outdistance otiers,
and the more developed industry secks a foreign market, This
tloes not at ail signify “the impossibility for a capitalist na-
tion to realize surplus value,” as the Narodnik iy ready. wist
fully wo conclude. It shows merely the disproportionality fit®
the development of separate industries. Under a different dis-
tribution of the wational capital the same quantity of prod-
ucrs could be realized within the country. -However, in order
that capital may leave one spherc of industry und #migrate

_to another, a crisis.is necessary in the former sphere. What

reasons then can restrain capitalists who aree threatened with
this crisis from a search for foreign markets and, in order to
facilitate exports, from a demand for subsidies and relicf from
export restrictions? .

Thirdly, the law of pre-capitalist methods of production
is the repetition of the process of production in the pre-exist-
ing quantity, on the former basis. Such is the corvee economy
“of the landlords, the natural cconomy of the peasants, the
handicralt production of the industrialists. Conlranwnse, the
law of capilalist production is that of constant revolution in
the methods of production. Under old methods of production,
the economic units could exist [or centuries, changing neither
in character, nor in magnitude, never departing froin the
limics of the landlord’s domain, the peasant village or the
small surrounding market for village artisans and petty indus-
trinlists {so-called home workers). Contrariwise, the capitalist
cnterprise inevilahly ouigrows the limits of the community,
local market, the district and, subsequently, the state, Since
the isolation and insulation of the state are already destroyed
by commodity exchange, then the natural striving of each

***J*olgin, "“The Pasle of Narodnlam,” in the works of Mr, Vorontsev, St
', 1098, pakes 7176,
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capitalist branch of industry leads nceussarily to the scarch
for a foreign market.

Thus the neeessity to search for a foreign market does not
at all prove the insolvency ol capitalism, ax the Narodnik
cconomists like to present the maner, Completely the oppo-
sile—this necessity graphically shows the progressive histori-
cal work of capitalism which destroys the ancient iselation and
confinement of the earlier systems of cconomy (and conse-
quently dhie parrowness of their intellectual and political life)
and which links all countrics of the world in a single economic
unit.

We see from ihiv that the fast two reasons for the neeessity
of a forcign markeu are, sgain, recasons of a historical nature,
in order to analyze them, it is necessary Lo exanine cach sepa-
rate branch of industry, jts development within: the counry,
its transformation into capitalist industry, in a word, it is nec
essary to study the facts about the development of capitalism
in a country., There is nothing surprising in the fact that the
Narodniki utilice an incident to evade these facts under cover
of hollow and worthless phrases ubout the "'mposs:blhty of
hoth home and foreign markets.

IX. Conclusions from Chapter 1

Let us summarize now the theoretic postulates, analyzed
above, which are direcdy related to the question of the home
market, A

“1-The basic process of the creation of a home market
(i.e., the developrent of commodity production and capital-
1sm) is the social division of Jabor. Ir consists in thls. that the
various aspécts-of processing raw materials” (and various oper-
ations in this process) are separated, one after another, from
agriculiture and became independent branches of industry,
exchanging their products (now already commaodilies) for
products of agriculture. Thus agriculture "itself becomes an
industry {i.c., producing commoditics :m.l Lhc Same process
ol specialization takes place in it

2. The direct deduction [rom the precedmg postulate 15
the law of every developing commodity economy and, parucu-
larly, of rapnahst economy, that the industrial (i€, non-agri-
cultural) populat:on grows faster than the agncultural popu-
lation; an increasing part of the population is wuhdrawn [rom'
.xgrlculmre into m'mufactunng industry.

: 8- The separation of the direct producer from the means
of ‘production, Le., his expropriation, which marks the transi
tion from simple commedity production to capitalist praduc-
tion and which is the necessary condition of this transition)

“creates the home market. "This process of the creation of the

home market proceeds in two directions. On the one hand,
the means of jreduction, from which the small producer is
“freed,” are converted into capital in the hands of the, new
owner, serve in the production of commodities and, conse-
quently, are themselves transformed into commodities. Thus
even the simple reproduction of these means of preduction
requiires that they be purchased (formerly these means of pro-
duction were reproduced, in the majority of cases, in the nat-
ural form and sometimes they were made at home), i.e, create
a market for means of production and later alsn for the prod-
ucts now produced with the help of these means of production
which are likewise converted into commoditics, On the other
hand, the means of existence of this sinnil producer become a
material element of variable capital, i, of the sum of money:
spent by the employer in hiring workers (it does not matter
whether he is 2 landlord, a contractor, a lumber merchant, a
factory owner, etc), In this manner these means of existence
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have now also been converted into commodities, Le., create a
‘home market for articles of consumption.
- 4> The realization of the product in capitalist society (and
‘comiequently the realization of surplus value) cannot he ex-
pleined uniess we understand that: {1) the value of the social
product, like that of the individual product, is divided into
three parts, and not into two {into constant capital plus varia-
ble: capital plus surplus value, and not only into variable capi-
. 12l plus surplus value, as Adam Smith and all subsequent po-
litical economists up to Marx had taught); and (2} thar in its
natural form it must be divided into two main departments:
racans of production (consumed productively) and means of
consumption (consumed personally).  Having  established
these basic theoretic postulates, Marx fully explained the
process of realization of production in general, and of sur-
plus value in particular, in capitaliss production and revealed
that jt was entirely incorrect to drag the foreign market into
" the guestion of realization. _
: 5. Manx's theory of realization also shed light on the ques-
tion of national consumption and income.
From the above, it becomes obvious that the question of
_ the home.maret as a separate, independent question, inde
- pendent of the question of the degree of development of capi-
talism, does not exist at all. Therefore, Marxist Lheory no-
:where and at no time ré1ses this question independently. The .
.J:ome market appears iWlier| commedity production appears;
it is created by this commodity production, and the degree ro
which the social division ‘of labor has taken place determines
;- the degree of its*development, ‘It spréads with the transfer
v, ence _of commodity production from the product to labor
"' powet, and only to the extent of the transformation of the lat-
:ter into a commodity does capitalism cuver the entire produc-
‘of the counitry, developing chisfly in regard 1o the mezns
of ‘production which, in capitalist society, occupy an increas-
ngly important place. ‘The “home market” for capitalism is
o reated: by developing” capitalism: itself, which ‘increases the
e “socialdivision of Iabor and which divides those concerned
directly with production into capitalists. and workers. . The
degree of development of the home marker is the degres of
levelopment of rapitalism in the country. To pose the ques-
tion’ about the limits of the home market separately from the
degiee of the development of capiialism (as the Narodnik
economists do) is jncorrect. . " _
- That is why the question as to how the home market for
Rassian capitalism is being formed is reduced to the following
question: in what manner and i ‘what direction do the sepa-
v, rate aspects of Russian national economy develop? What are
the ‘connection and intérdependence between these various
aspects) S -
- . The succeeding chapters will be devoted to an examina-
on of the data which contain the answers to these questions,

V. I. LENIN.
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