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Introduction

George C. Wang

Fundamentals of Political Economy is a popular introductory
economics text published in the People's Republic of China in
1974 as a part of the Youth Self-Education series designed par-
ticularly for individual or group study. The primary purpose
of this series, according to the preface, is to elevate the cul-
tural level of the youths going down to the countryside, to ad-
vance their knowledge of the social and natural sciences, as
well as to arouse their class consciousness. This translation
makes available a comprehensive and authentic text of the Chi-
nese version of Marxist political economy, a version which dif-
fers profoundly from that of the Soviet Union. (1)

Fundamentals of Political Economy was originally published
in two volumes. The first volume (11 chapters) is a critical
review of the historical development of capitalism. The second
volume (12 chapters) deals with Marxist economic principles
and the manner in which they are applied in China.

Volume I is an informative historical account from a Chinese
point of view and stands as a valuable primer on Marxist politi-
cal economy in general. Volume II will be of particular interest
to students of Marxism as it has been applied to the Chinese
€Cconomy because it is the Chinese Communists, probably Mao
Tse-tung more than anyone else, who first successfully applied
Marxist theory to a semicolonial and semifeudal society with
4 predominantly agricultural economy (other than the Mongolian
People's Republic). Today China's sweeping and thoroughgoing
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social changes, such as land reform and the socialization of the

means of production, appeal to peoples in developing countries
who are disappointed with the slow progress of development

under capitalism.

The principal features, some of which we will discuss in more ;
detail below, of the Chinese model of economic development out- |

lined in Volume II may be characterized as follows:

1. The Socialization of the Means of Production (Chapters
12-15)

2. Economic Planning and Proportional Growth between Sec-

tors (Chapter 16)
3. Agriculture Is the Foundation, and Industry Is the Leading

Factor (Chapter 17)

4. Practicing Economy and Capital Accumulation (Chapter 18)

5. The Economic Structure by the Type of Ownership (Chap-

ter 19)
6. National Income and Its Distribution (Chapters 20-21)
7. Foreign Trade and Foreign Aid, and the Future of Social-

ism (Chapters 22-23)

1. Socializati_on of the Means of ?roduction

In the 1950s a transitory arrangement known as state-private
joint operation was set up for the purpose of smoothing the
transition of large (such as textiles) and middle-size enter-
prises (such as hardwares) that had remained in private hands

in a way that would make it possible to continue the enter-
prises while changing the ownership system. There were two
variants of joint operation — by enterprise and by trade. In the
joint enterprise the state was a partner, participating in invest-
ment and management. The private shares were to be paid off
by the company out of its net revenue. In manufacturing, those
producing the same type of products in the same locality were
organized into a "'special company'' under the supervision of the
Industrial Bureau of the local government.

The broadening of state control over consumer goods began
in November 1953, as grains and edible oil wefe put under a
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scheme Known as "planned purchase and planned supply.'" In
September 1954, raw cotton and cotton cloth were brought into
.t as well. (2) The state set up an annual quota of procurement
that had to be fulfilled under fixed procurement prices. The
'"nlanned supply'' part of the scheme meant some form of ration-
ing in accordance with availabilities, based partly on con-
sumers' needs, and partly on the state's requirements for ex-
port and for commodity reserves. The operation of these two
schemes resulted in the elimination of an open market for con-
trolled goods, although government-controlled grain markets
continued to exist.

~ Earlier, mainly between 1950 and 1952, lands confiscated from
landlords and rich peasants were redistributed to poor peasants.
But land redistribution was only a means to an end because

(1) private ownership was incompatible with socialism, and

(2) the landholding after the redistribution was too small to
operate economically. This was especially true with regard

to the large-scale capital formation necessary to raise agri-
cultural output substantially. Initially, it was planned to make
collectivization a gradual process, but the slow growth of agri-
cultural output and the reappearance of such capitalist phenom-
€éna as speculation and increasing polarization of income led to
a decision to accelerate the process. So in 1955 the CCP orga-
nized peasants into agricultural producers' cooperatives in
which farm tools and draft animals were collectively owned,
and land, although still privately owned, was collectively oper-
ated; the members were paid according to their work days and
jcheir land-contribution. Ayear later, the land too was collectiv-
1zed, and the members were paid only according to their labor.
O_n August 29, 1958, the Party Central Committee published a
dﬁlrective demanding prompt merger of all producers' coopera-
tives into communes embracing whole townships (hsiang), each
fzoimprising about 5,000 peasant households. The institutional-
2 I;i ;)rf1 tht? commune was partly for f—:’(?onomic reasons — such
I'Educinom}es of. gcale; partly for political reasons — such as

g disparities between urban areas and the countryside;

ANd partly for social reasons — such as shortening the process
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of transition to communism. It was meant ultimately to help
smooth the transition from collective ownership to ownership
by the people as a whole. (3) Thus, by the end of the 1950s the

economy was virtually socialized.

2. Economic Planning

The allocation of scarce resources between alternative and
competing ends in China is determined not by the interplay of
the forces of supply and demand but rather by systematic plan-
ning. As Mao Tse-tung pointed out:

A constant process of readjustment through state planning
is needed to deal with the contradiction between production
and the needs of society. Every year our country draws
up an economic plan in order to establish a proper ratio
between accumulation and consumption and to achieve a
balance between production and needs. (4)

In China stress has been placed on the proportional growth be-

tween the following sectors: (1) agriculture and industry, (2) the '
sub-sectors within agriculture, (3) the sub-sectors within indus- f;'

try, (4) production and transportation, (5) material production

and social welfare, (6) consumption and accumulation, (7) popu-

lation growth and output, and (8) various regions.

3. Ag_{'_icplture;lg the Foundation

In 1959 the ideological disputes between the PRC and the USSR ’,

reached their peak, and in 1960 the Soviet Union recalled all
its technical advisers and canceled hundreds of contracts vital
to China's industrialization. Compounded by difficulties that
had developed in communes and by two consecutive years of
floods and drought, and in the wake of the uneven results of the
Great Leap Forward, the economy went into a period of con-
solidation. It was against this background that the CCP re-
oriented its economic policy to "'taking agricuiture as the foun-
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dation and industry as the leading factor." Mao pointed out:

As China is a large agricultural country with over 80 per-

cent of her population in the rural areas, industry must

develop together with agriculture, for only thus can indus-

try secure raw materials and a market, and only thus is it

possible to accumulate fairly large funds for building a

powerful heavy industry. (5)

Reflecting the increased emphasis on agriculture, grain out-

put was reported to have risen from a depressed level of 160
million tons in 1960 to 240 million tons in 1970, (6) and to 274.9
million tons in 1974. (7) If we exclude the initial period of ex-
perimentation with the new institutional forms which the Great
Leap Forward established, then output rose from 180 million
tons in 1962 to 274.9 million tons in 1974, (8) In his address to
the National People's Congress in 1975, the late Premier Chou
En-lai indicated that between 1964 and 1974 the gross value of
agricultural output increased by 51 percent, while that of indus-
trial output increased by 190 percent. (9)

I ——

4. Practicing Economy

One of the principal obstacles to economic development is the
Vicious cycle of low per capita income and a low rate of savings.
As Mao Tse-tung pointed out, "We want to carry on large-scale
construction, but our country is still very poor. One way of re-
Solving it is to make a sustained effort to practice strict econ-
omy in every field." (10) Indeed, the ratio of saving to national
HiIcome in China has risen since the 1950s. It reached as much
as approximately 25 percent of national income (11) in 1958 and
Probably has remained well above 20 percent since then.

To practice economy, it is necessary to set up a comprehen-
S.IVe €Conomic accounting system. Economic accounting is de-
fined as: the activities of recording, calculating, and analyzing
the costs accrued in the process of production or rendering

Productive services. (12) In his 1942 directive concerning the
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establishment of the economic accounting system, Mao Tse-
tung called for '"centralization in leadership, and decentraliza-
tion in management.'" (13) The former means that the state
would set up productioﬁ_ targets for each state enterprise re-
garding quality, quantity, variety, productivity, costs, accumu-
lations, as well as targets for profit taxes. Decentralization

in management means that, given these targets or constraints,
each state enterprise is responsible for its own profit and loss.
As indicated in Chapter 20, profits from state enterprises con-
stitute the main source of capital accumulation in China.

Each of the production units under the collective ownership
is an independent accounting unit responsible for its own profit
and loss. The collectives are constituent parts of the national
planning system. They sell and purchase according to the

prices set by the state.

0. The Economic Structure by the
Types of Ownership

In China, there are three major types of ownership: (1) owner--

ship by the people as a whole, (2) collective ownership, and

(3) private ownership. The characteristics of economic trans-
actions are determined by the types of ownership of the means
of production. In the third type of ownership prices are deter-
mined within limits set by the state, by the supply and demand
in the market. Goods exchanged according to market conditions
include the products of household subsidiary activities and pro-
duce grown in private plots, both of which may be sold at trade
fairs. The characteristics of the second type of ownership are
that (1) the prices of the products traded are fixed by the state,
(2) the transactions are not for profit. The characteristic of
the third type of ownership is that all production is determined
by state planning. However, since the products are treated as

commodities, they are governed by the law of value in the trans-

actions, and money is used as the medium of exchange.
State enterprises are owned by the people as a whole, and
there are three types of exchanges among them. The first type

Introduction xxiii

of transaction is direct supply, that is, raw materials and equip-
ment being delivered directly from the producing unit to the

using unit. The second type of transaction consists of raw ma-
terials or semi-finished products being shipped to a third state
enterprise for turther processing or fabrication before being
delivered to consumption-oriented enterprises. Another type
of transaction includes various assorted small articles such as
bolts, nails, and screws which can be used either in production
or in consumption. In 1973, state enterprises accounted for
92.5 percent of China's retail trade, while collective enter -
prises accounted for 7.3 percent. (14)

6. National Income and Distribution

The concept of national income adopted by China is that of
material product, net of depreciation. The product for any one
year is composed of net contributions from industry, agricul -~
ture, restaurants, freight transportation, and that part of trade
and communications which serves the materially productive
sectors. Omitted are not only passenger transportation and
private use of communications, but also finance and insurance,
public administration, army and internal security, education,
public health, private housing, and all other professions that
render services to the people. (15)

In the state sector of the econ?my, national income by dis-
tributive shares, or the primary distribution, in Chinese ter-
minology, consists of two components: (1) wages and (2) state
Fevenue from profit and taxes. The collective sector is similar,
cXcept that a collective enterprise may retain a portion of its
Profits for accumulation and welfare fund.
| The nonproductive sectors of the ec onomy including educa-
tional, cultural, social welfare, and others receive their share
OJF the national income from what is called the ""second~-round"
distribution of national income. In effect, funds are appropriated
for these activities through the state budget. To a certain ex-
Fent, the distribution of national income among various sectors
1N a socialist economy can be carried out through adjusting the
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relative prices of products or factors of production.

i}

At present, 99 percent of the state revenue in China is derived |
from state enterprises and the collectives. (16) Expenditures
for economic, social and cultural construction in the state bud-
get rose from approximately 36 percent in 1960 to 70 percent
in 1973. From 1949 to 1973, the value of agricultural produc-
tion increased 1.8-fold; light industry, 12.8-fold; heavy indus-
try, 59-fold; state revenue, 13-fold; and state expenditures,
11-fold.

¢l

Estimates by Western Scholars

The visit to Peking of President Nixon ushered in a new
epoch in our perceptions of Chinese development. Many Amer -
ican economists have toured the PRC, including Professors
Wassily Leontief and John Kenneth Galbriath from Harvard __
University; James Tobin and Lloyd G. Reynolds from Yale Uni- |
versity; and John Gurley from Stanford. According to Tobin's
estimate, the 1974 Chinese GNP in the Western concept of na-
tional accounting was approximately $145 per capita. (17) This
is close to Reynolds' estimate which amounted to $150 per
capita. Taken literally, this would imply imminent starvation
of the population. ''"The error in the calculation,”" Reynolds ex-
plained, "arises from the fact that Chinese prices for basic
consumer goods are much lower than U.S. prices; thus; the
purchasing power of the yuan is much higher than the official
exchange rate suggests." (18)

Professor Gurley's 1971 appraisal of the PRC's economic
performance is more optimistic.

. ... the Chinese people over the past two decades have
made very remarkable economic advances (though not
steadily) on almost all fronts. The basic, overriding eco-
nomic fact about China is that for twenty years she has
fed, clothed, and housed everyone, has kept them healthy,
and has educated most. Millions have not starved; side-
walks and streets have not been covered with multitudes
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of sleeping, begging, hungry, and illiterate human beings;
millions are not disease-ridden. ... In this respect, China
has outperformed every underdeveloped country in the
world. ... China's gains in the medical and public health
fields are perhaps the most impressive of all. (19)

However, some economists are less optimistic. For instance
Professors T. C. Liu and K. C. Yeh in their estimates of China';
national income from 1952 to 1959 suggested that during 1952 -
57, the average annual rate of growth of net domestic product
was 6 percent per year in constant 1952 prices. (20)

A. G. Ashbrook, a U.S. government expert on C_ﬁ{na, in his
review of the economy sums up the 1975 outlook as follows:

""....The economy of the People's Republic of China has
proved an effective mechanism for supplying the minimum
needs of the population, modernizing the industrial sector,
and supporting a formidable defense establishment. With
1ts floor under construction, its purposeful investment pro-
gram, its control over migration to urban areas, and its

hard-driven leadership, China has easily outdistanced other
LCDs." (21)

) F.inally, Professor Victor D. Lippit, in assessing China's
nagld ec?nom1c growth, stressed the increase in the share of
allonal income devoted to capital formation, an increase made

C;)I:npatible with rising mass consumption by the redistribution
Ol Income. He pointed out:

The . . » . .
€xperience of China in raising her national savings -

;rtlvgstment ratio by taking advantage of the situation cre-
€d when revolution forced the traditional claimants on

t ‘ :
il;e nation's economic surplus to relinquish their claims
Perhaps the most significant in world history. (22)

Concluding Remarks

With ~
these varying and provocative interpretations of the Chi-
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nese developmental experience, we now turn to the translation
of this key Chinese text on political economy. It is here that ]
we develop a keener sense of how the Chinese perceive, through
the Maoist prism, Marxian political economy as applied to their
own set of priorities and goals for national development — pri- |
orities and goals that are in some cases unique to China and in
some cases shared with other developing countries.

At a time when a new, post-Mao Tse-tung, era is developing
in China, when, judging at least from initial signs, there will
be renewed emphasis on economic development and moderniza-
tion of the means of production, we feel that Fundamentals of
Political Economy provides a timely and valuable means to
understanding the critical issues that are alive in China today.

A Bibliographic Note

Fundamentals of Political Economy is a translation of Cheng- |
chih ching-chi hsueh chi-ch'u chih-shih, which was first pub-
lished in May 1974 by the Shanghai People's Press. While this
translation was in preparation, a second edition was published
in December 1975. A comparison of the two printings reveals
few revisions in content or in style. There are some changes
however which should be mentioned.

In the first printing, the subtitle of Chapter 17, reads: "The
Relations among Socialist Agriculture, Light Industry, and
Heavy Industry.” In the second printing it has been revised to:
"Correctly Handle the Relations between Agriculture and In-
dustry, and Consolidate the Worker-Peasant Alliance." During |
the First Five-Year Plan (1953-57), first priority was accorded
to heavy industry because it was believed that that would speed
up industrialization. The new policy adopted at the beginning
of the 1960s stated that agriculture is the foundation, and in-
dustry is the leading factor. What is the justification for such
a revision? In the second printing, the authors found a justifi-
cation in the Communist Manifesto, where Marx and Engels

are quoted as referring to the '...combination of agriculture
with manufacturing industries; gradual abolition of the distinc-
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tion between town and country.” (23)
In the first printing, the title of the last section of Chapter 21
was ''Nurture the Communist Labor Attitude." In the second
printing, it has been revised to: "Criticize Bourgeois Ideology
and Advocate a Communist Labor Attitude.” While both print-
ings admit that the principle of distribution under socialism is
nrrom each according to his ability, and to each according to
his labor,'" the second printing contends that differentials in
wage scales should not be wide; otherwise, they would dampen
revolutionary enthusiasm. Moreover, it asserts that under
favorable conditions, as socialist construction proceeds, ef-
forts should be made toward the realization of "From each ac-
cording to his ability, and to each according to his needs.'" The
differences between the two versions are in stress, not in prin-
ciple. Nowhere, however, is it indicated how wage scales are
objectively determined. The title of Chapter 22 in the second
edition has been revised to: ""Mutual Aid, and Mutual Benefit
on an Equal Basis.'" There is little revision in the content.

A final note: in virtually all cases, quotations from Western
works, such as those of Marx and Engels, and quotations from
Mao's works were translated here directly from the Chinese.

Notes

| 1) To analyze the similarities and differences of the Chinese
Interpretation of Marxist economic principles and those of the
Soviet Union, see A. Leontief's Political Economy, A Popular
Introductory Text for Individual or Group Study (International
Publishers), a standard Soviet text.

2) Jen-min shou-ts'e (People's Handbook, 1955), Tientsin,

Pp. 456-458; Hsin Hua News Agency, October 15, 1954.
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'"Youth Self-Education Series" Editors' Note

Chairman Mao teaches us that "it is necessary for educated ]
youths to go to the countryside to be reeducated by the poor anj
lower-middle peasants.'" In the past few years, in response .-
Chairman Mao's great call, thousands upon thousands of edu- ff
cated youths rushed to China's countryside and frontier with }
revolutionary enthusiasm. They have earnestly studied works
by Marx, Lenin, and Chairman Mao, actively participated in crlti
cizing Lin Piao and rectifying the style of work, energetwally
fought in the front line of the Three Great Revolutionary Move
ments, resolutely followed the path of allying with the workers _
and peasants and made new contributions to the building of a j
socialist countryside. Their awareness about class struggle
and line struggle has been greatly elevated. Countless prole- ; ?!-
tarian heroes have suddenly emerged, and a whole new genera
tion of revolutionary youths is maturing healthily. This is a |
great victory for Chairman Mao's revolutionary line.

Following Chairman Mao's instruction that "we must concern 1
ourselves with the growth of the younger generation'' and in or
der to meet the need for self-study of educated youths who g0 |
to the countryside and mountainous areas, the ""Youth's Self- 3
Education Series' was written and published. This series is ’
guided by Marxism-Leninism-Mao Tse-tung Thought and in- f
cludes fundamentals of philosophy, social sciences, natural '_
sciences and selections from the works of Lu Hsun. We h0pe
its publication will contribute to the self-study of educated

youths who go to the countryside and mountainous areas, help
them to further elevate their awareness about line struggle
their political consciousness, and their cultural and sc1ent1f1c
levels so that they can advance along the road of being both |
red and expert and better fulfill the needs of building a soc1a1-—
1st new countryside and other enterprises.
We are grateful to the support given to the publication of th1
serles by the units concerned and the authors, and we welcome &
the suggestions and criticisms of readers of th1s series so tha
we can make improvements.

Shanghai 'PeOple's Press

1

Learn Some Political Economy

The Object of Political Economy*

The great Chairman Mao teaches us over and over again to
learn some political economy. This is not only a requirement
for Communist Party members and revolutionary cadres; it is
also a requirement for every combatant in the Three Great
Revolutionary Struggles. To learn some political economy is
very important for understanding Marxism, for penetratingly
criticizing revisionism and transforming our world outlook of
our own accord, and especially for a deeper appreciation of
the Party's basic line and policies in the whole socialist his-
torical stage.

The youths fighting in the front lines of the countryside and
factories are our country's hope and the successors to the pro-
letarian revolutionary enterprise. To better engage in combat,
to grow healthily and more quickly, the youths must learn
Some political economy.

The Object of Political Economy
Is Production Relations

What kind of science is political economy ? We must start
from its object of study. The object of study for Marxist
political economy is production relations. Engels clearly
pointed out that "'what economics investigates is not things,
but the relations among people and ultimately the relations

*Hsueh i-tien cheng-chih ching-chi-hsueh — cheng-chih
ching-chi-hsueh ti tui-hsiang.
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among classes.'" (1) How do production relations among people ]

arise ? We must start from man's productive activities.

Chairman Mao said, ""Marxists regard man's production ac- }
tivities as the most basic practical activities which determine

all other activities." (2) But, over a hundred years ago, before
Marxism was created, people did not have this scientific under

standing. Thinkers of the exploiting class all opposed this v1ew

point. They either championed the fallacy that human society

developed according to God's will or peddled the heresy of he-

roes creating history. These so-called thinkers glossed over
the simplest fact, namely, that people must first be able to

feed, clothe, and shelter themselves before they can engage in

politics, science, fine arts, and religious activities. If people

need food, clothmg, and shelter, they must engage in productlve

activities. Therefore, the direct production of material com-

modities forms the basis of human societal development. Wlth-

out the productive activities of the laboring class, people can-

not survive, and society cannot develop. It was Marx who dis- |

covered this law of development in human history.
To produce, people must form certain mutual relationships.

Isolated individuals cannot engage in production. Just as Marx j
pointed out: "To engage in production, people form certain as- ]
sociations and relationships. Only within these social associa- |

tions and relationships can there be a relation between them
and Nature and can there be production." (3) These relations

formed by people during the production process are called pro-

duction relations. In class society, these relations are ulti-
mately reflected in class relationships.

Production relations consist of three aspects: (1) the owner-

ship pattern of the means of production; (2) people's roles in

production and their mutual relations; (3) the pattern of product

distribution. The ownership pattern refers to who owns the
means of production (including means of labor, such as ma-

chines, plants, and land, and objects of labor, such as raw ma- ’

terials). In production relations, the most important aspect is
the ownership pattern of the means of production. It is the ba-

sis of production relations. The ownersh1p pattern of the means
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of productmn determines the nature of production relations.
primitive society, slave society, feudal society, capitalist so-
ciety, and socialist society in human societal development are

classified according to the differences in their ownership pat-
terns of the means of production. The ownership pattern deter -
mines people's roles in production and their mutual relations
and thus the distribution pattern of products.

To produce, it is necessary not only to have relations among
people but also relations between man and Nature. Man must
conquer and transform Nature. The power which man uses to
conquer and transform Nature is called productive forces. Pro-
ductive forces are composed of men and materials (namely,
means of production). In productive forces, tools of production
are the most important. The types of tools used for production

reflect the magnitude of man's power to conquer Nature. But

we cannot regard tools of production as the determining factor
in productive forces. ''The determining factor is man, not ma-
terials." (4) "Of all things in the world, man is the most valu-

able." (5) Because tools have to be used by man, created by
man, and renovated by man, without man, there would be no
tools and no know-how. Without man, the best "automatic"
tools are never really "automatic."

Production relations and productive forces comprise the two
aspects of social production. In overall historical development,
productive forces are generally revealed as the major deter-
mining factor. Any transformation of production relations is
necessarily a result of a certain development in productive
forces. Production relations must be compatible with produc-
tive forces. When certain production relations become incom-
Patible with the development of productive forces, these pro-
duction relations must be replaced by some other new produc-
tion relations which better match the development in productive
forces. This is to say, the form of production relations is not

determined by man's subjective will, but by the level of devel-
OPment of productive forces. Production relations must con-

form to the development of productive forces. This is an objec-
tive law which is not subject to change according to people’s




6 Fundamentals of Political Economy

will. The emergence, development, and extinction of certain |
production relations unfold with a corresponding evolution of ;
the contradictions of certain productive forces. Therefore, in 1
the study of production relations, Marxist political economy |
also studies productive forces.

In the overall development of history, if productive forces |
are revealed to be the major determining factor, does it mean 4
that production relations are entirely passive compared with |
productive forces ? Definitely not. When production relations |
are compatible with productive forces, they exert an active im-
petus to the development of productive forces. When productio
relations become incompatible with productive forces, they wilj
hinder the development of productive forces. As productive |
forces cannot be developed without changing production rela-
tions, the transformation of production relations plays a major§
determining role. When old China was under the rule of impe
rialism, feudalism, and bureaucratic capitalism, the landlord
and the comprador represented the most reactionary and back+4
ward production relation of China. Productive forces were se+
verely restricted and sabotaged. Before liberation, China did |
" not have any machine-building industry or any automobile or |
airplane manufacturing. The annual output of steel was only |
several hundred thousand tons outside of Northeast China. Eve
daily necessities were imported. Cloth was called foreign clot
umbrellas were called foreign umbrellas. Even a tiny nail waﬁ
called a foreign nail. Under those circumstances, the over- |
throw of the rule of imperialism, feudalism, and bureaucratic
capitalism, the transformation of comprador -feudal productio
relations, and the establishment of socialist production rela- |
tions played an important role in promoting the development |
of productive forces. _ ' .T

Big development of productive forces often occurs after the
transformation of production relations. This is a universal
Big development of productive forces in capitalist society also
occurred after the disintegration of feudal production relations;
induced by the bourgeois revolution and the rapid development
of capitalist production relations. Take ﬁngland, for example,
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where big development of productive forces occurred on the ba-
sis of the bourgeois revolution in the seventeenth century and
the Industrial Revolution of the late eighteenth and early nine-
reenth centuries. The modern industries of France, Germany,
the United States, and Japan rapidly developed only after the
old superstructure and production relations had been trans-
formed in various ways. On the issue of production relations
and productive forces, one of the principal aspects of the long
struggle between the Marxists and the Soviet revisionists has
always been whether one should insist on taking the dialectical
unity viewpoint or should expound the reactionary productivity -
first viewpoint. Lin Piao, in league with Ch'en Po-ta, advocated
that the major task after the Ninth Party Congress was to de-
velop production. This is a copy of the revisionist fallacy in-
serted into the Resolution of the Eighth Party Congress by Liu
Shao-ch'i and Ch'en Po-ta which pointed out 'the contradiction
between the advanced socialist system and the backward social
productive forces." In China, socialist production relations are
basically compatible with the development of the productive
forces. This opens up a new horizon for the development of the
productive forces. But it also has its imperfect aspects. And
these imperfections contradict the development of the produc-
tive forces. The experience of socialist revolution teaches us
that it is always the superior socialist system which promotes
the development of the productive forces. It is always after the
transformation of those parts of production relations which are
Incompatible with the development of the productive forces that
the development of the productive forces is promoted. Where
1S "the contradiction between the advanced socialist system and
the backward social productive forces'”? The criminal intent
of Liu Shao-ch'i 's, Lin Piao's, and other similar swindlers' ad-
vocacy of this fallacy was to vainly attempt touse the productivity -
first viewpoint as a weapon to oppose the continuing revolution
under the proletarian dictatorship and the basic Party policy
laid down by Chairman Mao for the socialist stage. This is

their impossible dream.
Production relations must be compatible with productive forces.
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The development of productive forces necessitates the destruc-
tion of old production relations which are not compatible with
it and their replacement by new production relations which are ‘
compatible with its development. But the process of disintegra-—g
tion of old production relations and the appearance of new pro-
duction relations cannot be a smooth one. The transformation
of old production relations and the establishment and perfection.‘
of new production relations are often realized only after revo- |
lutionary struggles. Therefore, if one wants to understand how
old production relations are transformed and new production .
relations are established and perfected, it is not enough to ex-
plain in terms of the contradictions between production relation
and productive forces. The relations between the superstructur;
and the economic substructure must also be investigated.

The superstructure refers to the national government, army,
law, and other political systems and their corresponding ideo-
logical forms, such as philosophy, literature, and fine arts. The
economic substructure is production relations. "The sum total ‘
of these production relations forms the economic substructure §
of society, the real basis upon which a legal and political super \
structure arises and to which definite social forms of conscious|
ness correspond." (6) This statement by Marx scientifically ex fff
plains the relation between the superstructure and the economm

substructure.
Inthe contradiction between the superstructure and the ec onomlc

substructure, the latter, in general, is the determining force. |
The economic substructure determines the superstructure. Witk
change in the economic substructure, '"the whole immense super-?
structure is slowly or rapidly transformed.” (7) This is to say,
the old economic substructure has disintegrated, and the super-
structure built upon this foundation must also disintegrate. But |
the rate of its disintegration varies. When reactionary state  }
machinery has been transformed, the reactionary classes do  {
not willingly bow out of the historical stage with the disappear- ';
ance of the old economic substructure. They inevitably engage
in prolonged and desperate struggle with the advanced classes !
in the political, ideological, and cultural spheres. In particular, ]
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o1d ideological forms associated with the overthrown classes
remain for a long time.

The superstructure is determined by the economic sub-
structure. Once it is established, it has an immense negative
effect on the economic substructure. Stalin pointed out, '"The
substructure creates its superstructure to serve its own estab -
1ishment and consolidation and to destroy the old substructure
and its superstructure.'" (8) This explains why the super-
structure always serves its economic substructure. The so-
cialist superstructure serves its socialist economic sub-
structure, and the capitalist superstructure serves its capital -
ist economic substructure.

In capitalist society, with the intensification of the contradic-
tions between the socialization of production and the private
ownership of means of production, there is an urgent need to
replace capitalist private ownership with socialist public owner -
ship. But the bourgeoisie controls the reactionary state ma-
chinery and uses it to maintain the capitalist economic sub-
structure. If the proletariat does not first smash the capitalist
state machinery, it is impossible to destroy the capitalist eco-
nomic system. The new and old revisionists' claim that "'cap-
italism can peacefully grow into socialism' is all a pack of lies.

In socialist society, the superstructure and the economic sub-
structure are basically compatible. But due to the existence of
the bourgeoisie and its ideological forms, some bureaucratic
styles of work in the state organs, and defects in certain parts
of the state system, the consolidation, perfection, and develop-
ment of the socialist economic substructure was hindered or
undermined. We must make the socialist superstructure better
Serve the socialist economic substructure. We must firmly grasp
the Struggle inthe superstructure and carry the socialist revolu-
tion in the superstructure to the end.

Political economy touches upon the most practical and im-
Mediate interests of various classes and strata. It explains the
Most acute and intense problems of class struggle. Marxist
Political economy, like Marxist philosophy, publicly proclaims

that it 1S at the service of proletarian politics. Political econ-
Omy is a science about class struggle.
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forces and between the superstructure and the economic sub-
structure and has demonstrated the long duration and complex-
ity of class struggle and line struggle in the socialist period.

On this theoretical basis, he further formulated the basic line
for our Party for the entire socialist stage. This basic line

tells us: '"Socialist society covers a considerably long histori-
cal period. Throughout this historical period, there are
classes, class contradictions, and class struggle, there is the
struggle between the socialist road and the capitalist road,
there is the danger of capitalist restoration, and there is the
threat of subversion and aggression by imperialism and social
imperialism. These contradictions can be resolved only by de-
pending on the theory of continued revolution under the dictator-
ship of the proletariat and on practice under its guidance." (11)
The Party's basic line guides the Chinese people to persist in con-
tinuing revolution under the proletarian dictatorship, tostruggle
for the consolidation of the proletarian dictatorship, the preven-
tion of capitalist restoration, and the building of socialism, and to
struggle for the great ideal of worldwide realization of communism.
The basic task of socialist political economy is to study and
1llustrate the law of transformation from socialist production
}"elations to communist production relations. Some understand -
Ing of political economy helps us to understand the objective
law of socialist economic motion and the inevitability of the as-
Sociation, distinction, and development of various production
rela..tions. This will increase our understanding of the Party's
basu:t line and elevate our awareness about implementing it.
1inI;c .1sItoifo:1iliarlnef1':al importance to ::insist on the. P.a.rt.y's basic
carry out o p'y O carry ou.t Marxism, not :.rewsmmsm." To
revigion arxism, we must first learn Marxism. To oppose
Marai. ism, “-ze must b-e able to tell what revisionism is. But,
tific so:; (if)nS1sts of philosophy, political economy, and scien-
SeTionn a 1tim. If We.want 'to understand Marxism, we must
but e nfust dly MaI‘X‘ISt philosophy and' scienf.ific socialism,
Marxists 31.. f.o seriously st}ldy Marm?t.pohtical economy.
AN peyr p(? i 1ca1' économy 1S 1n opposition to all bourgeois
ionist political economy, and it developed from the

Political Economy Is the Theoretical Basis
for the Party's Defining the Basic Line

Marxist political economy was born with the appearance of |
the modern proletariat and the big productive forces — big in- |
dustries. Marx participated in the class struggles of his time. L
He used revolutionary materialist dialectics to analyze the cap-
italist society. He revealed the secrets of how the capitalists
exploited the workers and scientifically demonstrated the con- -
tradictions between the socialization of production and capital- |
ist ownership. These contradictions were manifested as acute |
antagonism between the proletariat and the bourgeoisie. With
the daily development of capitalist social contradictions, the
proletariat, who acted as the gravediggers of the capitalist sys-;
tem, daily strengthened. '""The knell of capitalist private prop-
erty will soon be struck. The expropriators will be expropri- |
ated." (9) From this, the revolutionary and scientific conclu-
sion of the inevitable replacement of the capitalist system by
the socialist system and the bourgeois dictatorship by the pro- 3
letarian dictatorship was arrived at. '"This conclusion was ar- ;
rived at by Marx according to the law of economic motion in
modern society." (10) Thus, Marxist political economy, along
with Marxist philosophy and scientific socialism, became the |}
theoretical basis for the proletarian political party to formu-
late its basic policy. On the theoretical basis of Marxism and |
under capitalist conditions, the proletarian revolutionary lead- |
ers formulated for the proletarian party the basic political line
of using revolutionary violence to seize political power. They
cuided the proletariat to struggle for the complete overthrow
of the bourgeoisie and all exploiting classes, the replacement
of bourgeois dictatorship by proletarian dictatorship, the tri- |
umph of socialism over capitalism, and the realization of com- |
munism. f

In socialist society, Marxist political economy still provides
the theoretical basis for the proletarian party's formulation of :
basic lines. Chairman Mao has penetratingly analyzed the con- f;;ﬁ
tradictions between socialist production relations and productiv

4

.
"""
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process of challenging bourgeois and revisionist political econ J
omy. Learning Marxist political economy helps to distinguish |
between Marxism and revisionism, between socialism and cap-|
italism, and between the proletariat and the bourgeoisie. It wil
also correct tendencies toward deviation and elevate our ideo- |
logical awareness.
In summary, we must study some political economy if we
want to overcome anti-Party, anti-Marxist thinking, better
carry through the Party's basic line for the socialist stage,
more penetratingly unfold the criticism of Lin Piao and the
rectification of the style of work, and score new and greater |
victories in the great socialist revolution and socialist enter - i
prise.

Combine Theory with Practice to
Learn Political Economy Well

Political economy is a demonstration and application of |
dialectical materialism and historical materialism. To learn
political economy, we must follow the guidance of dialectical |
materialism and historical materialism. '""The dialectical
method attempts to understand every set pattern through its |
continuous motion and its temporary nature. It does not wor-
ship anything, and it is critical and revolutionary innature." (12) |
This proletarian world outlook is in direct opposition to ideal —‘“‘-:
ism and metaphysics. Only after we fully appreciate dialecticaﬁ
materialism and historical materialism and use them to obser¥
and analyze the law of motion in capitalist society and economy]
can we understand why capitalism is bound to perish and socialf
ism will triumph. And only when we use them to observe and
analyze the law of motion in socialist society and economy can
we understand the duration and complexity of class struggleand |
line struggle in socialist society, and only then can we under - 3‘3
stand the general tendency of development from socialism to f
communism and why it cannot be averted by human will. This §
will strengthen our faith to struggle for the ultimate victory of §
the communist enterprise with full determination and without 1
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fear Of sacrifice and difficulties.

To study political economy, we must insist on the revolution -
ATy style of learning, which combines theory with practice.
Chairman Mao teaches us: "We must thoroughly know Marxist
theory and be able to apply it. The purpose of thoroughly know-
ing it lies in applying it." (13) To combine theory and practice
ig a question of revolutionary discipline and a question of the
nature of the Party. We must combine the study of political
economy with the criticism of modern revisionism, with the
criticism of the reactionary fallacies peddled by Liu Shao-ch'i,
Lin Piao, and similar swindlers, with the Three Great Revolu-
tionary Practices of class struggle, production struggle, and
scientific experiment, and with the transformation of the world
outlook. "Marxist philosophy considers that the most important
question 1s not being able to explain the world through an under -

standing of the laws of the objective world, but being able to use
this understanding to transform the world.' (14)

Is it difficult to learn Marxist political economy ? Yes. In the
preface to the first edition of Capital, Marx said: "Every-
thing starts out difficult. Every science is this way." In the
concrete analysis of objective phenomena, Marxist political
economy penetrates the surface, grasps the essence, and under-
takes scientific abstraction. Thus, when we start, we often
Come across some terms and concepts which are difficult to
understand. But Marxist political economy was written for the
Proletariat and talked about proletarian revolution. If only we
Seriously study it, we can understand it gradually. ' 'There are
flo difficult things, only people without sufficient resolve.' If it
1S not difficult to start, it is also feasible to do advanced study.
All thatisneeded is the determination and the ability tolearn.' (15)
o Marx once pointed out: "There is no smooth path in science.
hly those who are not afraid of climbing the steep mountain
f:tglj can expec!: to reach the summit of brilliance." (16) Pro-
lishy I1an revolutwna:ry leadeirs spent their whole lives estab-
E‘Xarnpgl eand dev?l?p1ng Marm:s,t theory. Following the?r shining
Chaix S and diligently reading works by Marx, Lenin, and
Mman Mao, we should struggle to study for the mastery of
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this Marxist theoretical weapon, for the socialist revolution
and the socialist construction enterprise, and for the world-
wide realization of communism.

Major Study References

Marx, "Introduction to A Critique of Political Economy."
Engels, Anti-Duhring, Part 2, Chapter 1.

‘Lenin, Karl Marx ('"Marx's Economic Theories").
Chairman Mao, ""On Contradiction,' Section 4.

Chairman Mao, '"On the Correct Handling of the Contradic-

tions among the People,' Section 1.

Review Problems

1. Why is political economy a science of class struggle ?
2. Why do we say that Marxist political economy is an im-

portant theoretical basis for the Party's basic line ?
3. How can one learn political economy well ?
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Social and Economic Systems
Preceding Capitalism

Production Relations in the Primitive,
Slave, and Feudal Societies*

The primitive, slave, and feudal societies are the three so-
cietal systems which preceded capitalism. To comprehend the

replacement and substitution of the production relations in thes

societies helps us to understand the historical process of the

development of production relations in human society. It is es- |

pecially significant for the understanding of the origin and de-
velopment of capitalist production relations and the historical

law governing their inevitable replacement by socialist produc- ?

tfion relations.

The Primitive Commune Established the Earliest
Production Relations in Human History

Labor Created Man

The primitive society started from the separation of man
from the animal world. Human societies appeared simulta-

neously with the emergence of man. With man, the first chap-

ter of human history'began.
The history of human society is about a million years long.

Man's ancestors were a kind of highly developed ape-man. How :i

did the ape-man develop into man? The key lies in labor.

*Tzu-pen-chu-i i-ch'ien ti she-hui ching-chi chih-tu — yuan-
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1,abor began with the making of tools. In the process from
ape-man to man, natural objects were transformed into suitable
tools. It may only have been the striking of one stone against
another to make stone knives and axes or the shaping of branches
into crude tools, but a great revolution appeared. Man sepa-
rated himself from the animal world and could rely on his own
hands to make tools for the transformation and conquest of Na-
ture. Just as Engels said: Labor "is the first basic condition
for human life. This is true to the extent that we must, in a

certain sense, admit that labor created man himself." (1) In

the long process of labor, man learned how to make stone tools,
hunt, and fish. He invented bows and arrows. Especially impor-
tant was the discovery and use of fire. This greatly increased
man's power to conquer and transform Nature. Engels highly
valued this achievement. He said: ""As far as worldwide libera-
tion is concerned, the discovery of making fire through friction
surpasses the importance of the invention of the steam engine.
Because the discovery of making fire through friction enabled
man to control a natural force, he was thus separated from the
animal world." (2) From that time on, human society made its
formal appearance on this earth.

Production activities conducted after man's separation from
the animal world were from the start a kind of social and group
activity. "Every individual cooperated with other members of
the society to form production relations to engage in production
activities for the material needs of human life." (3) When the
curtains of human social history were raised, the_production
relations were those of the primitive commune, and they were
the first production relations in human history.

=1an Commune Ownership Was the Basis of the

Primitive Commune Production Relations

~ The primary social and economic organization of the primi-
tive society was the clan commune united on the basis of kin-
Ship for the purpose of labor. Clan commune ownership was a
Primitive form of collective ownership. Land and other means
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of production were owned by all the members of the commune.
At that time, because of the crude stone knives, axes, spears, |
bows, and arrows used, only by collective labor could the great
natural forces be conquered. Therefore, individual ownership ‘
of means of production and products was not possible. This

clan commune ownership system was the only form adopted
under the low level of productive forces. Means of production
collectively owned by the clan commune included production !
tools, land, forests, rivers, and livestock. Weapons, bows, and

arrows were carried and used by individuals.

In the primitive society, all able-bodied members partici- |
pated in productive labor. They employed a natural division of g
labor based on sex and age. Men went out to hunt, old men mad
tools, and women harvested plants, managed household chores,
and engaged in primitive agriculture. Children helped women |
do auxiliary labor. Interpersonal relations were primitive co- }
operative relations.

Under the conditions of clan commune ownership and collec-
tive labor, products were shared equally. Because of the low ]
level of productive forces at that time, products obtained througlg
labor were only sufficient to maintain a minimum level of sub-
sistence with little left over. If distribution had not been equal
some members of the clan would have starved, or the clan |
might have disintegrated.

The economic substructure of the primitive society also pro-
duced its corresponding superstructure. The primitive society |
successively passed through the matriarchal and patriarchal
clan stages. The formation of the matriarchal clan was the re- 1
sult of the more important positions occupied by women in pro
ductive activities. At that time, women were mainly occupied
with primitive agriculture, and men with hunting. But hunting |
was more seasonal, and its results chancy. Agriculture was a ?
more reliable source of means of livelihood. Therefore, social i
life evolved around the female. With the development of produc ]
tive forces, agriculture advanced from its primitive form and §
animal husbandry was separated from agriculture. Men's im-
portance in productive activities was elevated. With the transition ~
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from group marriages centering around women to one-to-one
marriages, women's positions were rendered more subordinate,
yshering in the patriarchal clan.

The clan council, composed of all the adult members of the
clan, was the highest power organ in the clan commune. The
clan council elected the clan chief and wartime military lead-
ers and deliberated and decided on all important matters.

[ Lewis H.] Morgan, an American scholar, described in his An-
cient Society the clan commune of the American Indians as follows:

-mrs were free persons and were obliged to protect

each other's freedom. Everybody had equal rights. Not even
the clan chief and military leaders could ask for any preferen-
tial privilege. They were compatriots based on blood relations.”
This superstructure of the clan was instrumental in consolidat-
ing and developing the clan economic substructure and in ad-
vancing the productive forces at that time.

Chairman Mao points out: '""The development of the Chinese
people (here with reference mainly to the Han people) was sim-
ilar to other peoples in the world. They passed through many
tens of thousands of yearsina classless, primitive society." (4)
The society connected with the ""Peking Man' which was dis-
covered in Chou-k'ou-tien suburb of Peking represented the
earliest stage of China's primitive society. Many old sites and
cultural relics from primitive societies discovered in many
areas of China prove that matriarchal clan tribes once existed
in the central region along the Yellow River basin and extended
to Inner Mongolia, Heilungkiang, Sinkiang, Tibet, Kwangsi,
Szechuan, and Yunnan. About five thousand years ago, tribes
along the Yellow River and Yangtze River basins gradually be-
Came patriarchal clan communes. Before the Hsia dynasty in
China, the primitive society existed for several hundred thou-
Sand years.

Historical facts tell us that the primitive society had no pri-
vate property, no classes, no class exploitation, or class op-
Pression. They strongly refute the fallacy that private property
and classes have been with us from time immemorial.
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The Emergence of Private Property Led to

the Collapse of the Primitive Commune

In the course of development in the primitive society, with
the development of productive forces, social division of labor
arose. In the beginning, animal husbandry was separated from

agriculture. Some tribes specialized in animal husbandry. Other

tribes specialized in agriculture. This was the first major so-

cial division of labor. Later on, handicraft activities were sep- ?
arated from agriculture. This was the second major division of

labor. Toward the end of the primitive society, iron was dis-
covered. The appearance of iron symbolized the advancement

of human society to a higher stage. But it also heralded the ji
collapse of the primitive society. With the separate appearance ?
of agriculture, animal husbandry, and handicraft activities, pro- ]
duction for the purpose of exchange, namely commodity produc - ,

tion, appeared.
With the continual development of productive forces, some

surplus was available after the maintenance of a basic level of
subsistence. The two major divisions of labor increased labor

productivity and promoted the development of agriculture, ani- '

mal husbandry, and handicraft activities. Surplus products and

social wealth increased. Under these conditions, the possibility |
of some people expropriating the labor products of other people

occurred. On the other hand, with the expansion of exchange,
the possibility of the clan chief gradually converting commune
property into his own private property also arose. The use of

metal tools — especially iron axes, iron hoes, and iron plows — |

markedly increased labor productivity and created conditions
for production on an individual household basis. The original
collective production based on the clan gradually dissolved into
individual production based on the household. Production changed
from a collective to a private matter. Means of production and
products also became private property. Then, land formerly
collectively owned but assignhed to individual households also
passed into private hands. Private ownership appeared and the
primitive commune disintegrated. *
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with the emergence of private ownership, inequality in the
dqistribution of property among families arose. The clan chiefs
continuously used their power to convert collective property
into their private property and became the wealthiest house-
holds in the clan. At the same time, as the wealth of these rich
families increased and their scope of operation expanded, labor
shortages were experienced. On the other hand, with the devel -
opment of productive forces, the use of slave labor became pos-
sible and profitable. As a result, prisoners of war were no
longer slaughtered but were converted into slaves. Later on,
some poor people of the clan also became slaves of the rich
families. The exploitation of people by people emerged.

With the development of production and the expansion of ex-
change, the third major division of labor occurred. There arose
merchants who specialized in commodity exchange. With the
development of commodity exchange, money came into being.
With the appearance of money, the rich families engaged in
usury and accelerated the concentration and uneven distribution
of wealth. As a result, wealth rapidly became concentrated in
the hands of a few slave owners. On the other hand, the broad
laboring masses were forced into slavery by poverty and bank-
ruptcy, rapidly swelling the ranks of the slaves. Thus, society
was separated into classes: the slave owners and the slaves.
These two opposing classes made their first appearance in hu-
man history. With the appearance of classes, the former clan
Council evolved from being society's public servant into being
Its master and became a tool by which the slave owners op-
Pressed the slaves. The state — the machinery for the oppres-
sion of one class by another class — was born at that time.
From that time up to the present, "all social history has been
the history of class struggle." (5)

e e ——

Slavery Was the Earliest System of Exploitation

1 Characteristic of Production Relations in the
Slave Society Was the Ownership of the Means of

~Toduction and of Slaves by the Slave Owner

In the slave society, the slave owner not only owned the means
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of production, but also slaves. The slave was merely a living
tool under the absolute domination of the slave owner. The
slave was not only exploited, he was treated as an animal, a
sacrificial object, and a commodity. He could even be slaugh-
tered by his owner. Slave labor was overt forced labor. The
slave owner used brute force to make the slave work and in- |
discriminately tortured his slaves. To make it easier to catch :
runaway slaves, the slave owners even branded slaves and put |
them in fetters. The slave owner used the cruelest means
to extract surplus labor and products from the slave. All prod- |
ucts produced by the slave belonged to the slave owner. The
slave was fed like an animal, just enough to keep him alive.
This, then, was the production relation of the slave society.

Chairman Mao points out, ""About four thousand years have
elapsed between the present and the time when the primitive
society of the Chinese nation disintegrated into a class society, '
passing through the slave society and the feudal society." (6) i
China developed into a slave society after the Hsia dynasty. In 'ft;
the Yin dynasty, ""chung-jen'" and "hsu-min"[“%A” and “ER":
the 'masses''| were all slaves. Clayburial figuresunearthedin |
Yin-hsu (the abandoned site of the capital of the Yin dynasty, in ]
the vicinity of Hsiao-t'un-ts'un, An-yang, Honan Province) all |
had handcuffs. The male figures were cuffed with their hands
behind them, and the females in front. These were reflections
of slave 11ves at that time. The slaughter of slaves was even |
more hair-raising. The slave owner often sacrificed his slaves
in sacrificial ceremonies. In some ceremonies during the Yin |
dynasty, more than a thousand people were killed. From the
tombs of slave owners in the Yin dynasty, slaves were found
buried alive or dead. They ranged from more than ten to sev- |
eral hundreds. Among them were both males and females, even |
children. There is no doubt that the slave society existed in
China.

But, Trotskyites like Ch'en Po-ta spread the fallacy that
there was no slave society in China in a vain attempt to negate |
the universal truth of Marxist classification of human societies
and to create evidence for their fallacy that communism was not
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cuited to Chinese conditions. This is reactionary in the ex-
(reme and utterly futile.

class Antagonism Led to the Opposition
petween Urban and Rural Areas and
petween Mental and Physical Labor

The earliest ancient city appeared at the end of the primitive
society and was established at the central region of the tribal
q]1liance for the purpose of defense. After the formation of the
slave society and with the development of agriculture, handi-
craft industry, and commodity exchange, the opposition between
the city and the countryside arose.

At that time, industrial products were handicraft products.
The city was the center of the handicraft industry. The devel-
opment of the handicraft industry was related to the develop-
ment of commerce. Therefore, the city was also the center of
commercial activities. In China's Yin dynasty, commerce de-
veloped rapidly. Commercial cities emerged. Yin and Shang
| shang is the Chinese term for commerce| are synonymous,
and the Yin dynasty is also known as the Shang dynasty. Present-
day Yin-hsu was the site of a fairly large commercial city in
the Yin dynasty.

The slave owner established a superstructure corresponding
to the economic substructure of the slave society, and the city
became the political center of the slave society. The slave
owner paid special attention to strengtheningthe state machinery
In the city to suppress the rebellion of slaves. Many slave own-
€rs, big merchants, usurers, and bureaucrats were concen-
trated in the city, leading evil and extravagant lives. To satisty
their needs for recreation, the slave owner forced the slaves
to build beautiful palaces, temples, theaters, and other public
Places. The city thus gradually developed into the cultural cen-

ter of the slave society.
Thus, the city in the slave society assumed a dominating eco-
NOmic, p011t1cal and ideological role and created opposition be-

tween the city and the countryside. The opposition between the
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city and the countryside was a product of acute class contradic- ;
tions. It was characterized by urban exploitation of the country-
side.

In the primitive society, all able-bodied people participated
in labor. There was no specialization in mental labor. In the
slave society, the situation was different. As a result of a large
quantity of surplus products created by slave labor, it was pos-
sible for the slave owners to divorce themselves from produc- |
tion labor. At that time, the division between mental and physi- ,
cal labor was necessary and possible. This division between
mental and physical labor was antagonistic right from the start.
It was the privilege of the slave-owning class to enjoy cultural |
education. ""The class controlling the means of material pro- |
duction also controlled the means of mental production. There- §
fore, the thinking of those without means of mental production |
was generally under the influence of the ruling class." (7) The |
slave-owning class tried its best to spread the fallacy that "the |}
mental workers rule others while the physical laborers are '
ruled by others." It used to its best advantage its politics, law, |
philosophy, and ideology as tools to rule the slaves and other
laboring masses for the consolidation of the dictatorship of the
slave owner.

The Rebellion of Slaves Hastened
the Collapse of Slavery

Slavery was an inevitable stage in human history. Its ap-
pearance met the needs of existing productive forces. Under
slavery, prisoners of war were no longer slaughtered en masse. "
They were instead kept alive to work. This was helpful to the |}
development of production. Because the slave owner possessed |
large amounts of means of production and labor, it was possible |
to organize production and cooperation on a large scale. With
the use of metal tools, agriculture, animal husbandry, and hand- }
icraft industry developed rapidly. Agriculture became the most 3
important component of the national economy. The horse, buf- !
falo, sheep, chicken, dog and pig were domesticated. By means
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of cooperative efforts among a large number of handicraftsmen,
, pronze ritual vessel [ ssu-mu-mao ta fang ting | measuring

110 centimeters 1n horizontal length, 77 centimeters in width,
137 centimeters in height, and weighing 1,400 market catties,
was cast with fine floral designs. From it we can infer the high
production skills and workmanship already reached at that time.

The production relations of the slave society promoted the
development of productive forces to a certain extent. But these
production relations embodied inherent contradictions to the
further development of productive forces. These contradictions
pecame more acute as productive forces developed. The broad
masses of slaves could not bear the cruel exploitation and op-
pression of the slave owner any longer. They slowed their
work, ran away in large numbers, and purposely wrecked pro-
duction tools. On the one hand, the slave owners increased
their oppression, leadingtomassive early death of slaves. Onthe
other hand, they substituted heavy tools not easily subject to
abuse. But the development of productive forces was thus re-
stricted. The restriction on the development of productive
forces also resulted from the contempt toward physical labor
generated by the system. Bankrupt small producers preferred
to wander around than to engage in physical labor. These things
all showed that the production relations of slavery were already
ill-suited to the development of productive forces. Its extinction
was as Inevitable as its emergence.

At the end of the slave society, feudal production relations
appeared. The ownership of land by the slave state was the ba-
S1s of the production relations in the slave society. In the Yin-
Chou period of China, state ownership of land was in the form
o1 Ching-t'ien [well fields]. All land within the confines of
@Eljg_i_'ien was called "communal land." These '"'communal
lands' and the slaves were at the disposal of the biggest slave
OWners — the feudal princes, nobles, and state officials ap-
Qointed by the Son of Heaven. With the development of produc-
tive forces, some slave owners tried their best to force the

slaves to bring under cultivation large amounts of "private
land" go as to exploit more surplus labor. With the expansion
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of ""private land,'" the system of '"'communal land'’' was under -
mined. At this time, the landlord class emerged. They cham-

pioned the "'abolition of ching-t'ien and the demolition of raised

paths between fields [used asboundaries]." Slaves gradually be-
came serfs. The sprouts of feudal production relations flourished.

The basic classes of the slave society were the slave- owmng

class and the slaves. Outside of these two classes were the
free peasants and handicraftsmen. Slaves were at the bottom

of the social strata and were subject to the cruelest exp101tat1on |

and oppression by the slave owners. All through the whole pe-
riod of slavery, there was violent class struggle between the

slaves and the slave owners. The Spring and Autumn period of

China saw the transition from slavery to feudalism. A slave
leader named Chih led 9,000 people rampaging across the land and

invading the feudal lords. Slave rebellions seriously challenged
the rule of the slave-owning class. In various countries of the
world, slave uprisings were the theme of many heroic epics.
For example, in the Roman period, Spartacus led the biggest
rebellion with 120,000 participants. This rebellion shook the

whole Roman Empire to its foundation. Violent slave rebellions

dealt severe blows to the political power of the slave owners
and hastened the collapse of slavery. While slavery disinte-
grated, feudal production relations gradually matured. The
newly emerging landlords representing feudal production rela-

tions used the power of the laboring people to overthrow the rule"

of the slave owners and established a government of landlords.
Feudalism finally replaced slavery.

The replacement of slavery by feudalism was historically in- ;

evitable. In China, during the time of the great epoch-making
social changes, Confucius, the reactionary proponent of the
slave system, obstinately opposed any social reforms and re-
garded the changes in production relations as ''great evils."
He resolutely opposed all the reform measures carried out by
the new feudal lords, advocated the restoration of the old slave
system, and hoped in vain to save the tottering social order.
But it was all over. His efforts represented the futile struggle
of a dying cause. )
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Feudalism Is Another Exploitative System
Based on Class Coniflicts

reudal Landow__nrership Is the Economic
Substructure of the Feudal Society

The production relations of the feudal society were based on
1andownership by the landlord class and their almost complete
control of serfs. The landlord owned most of the land. The
peasants and serfs owned little or no land. They had to depend
on farming the landlord's land for a living. This way, they were
fettered by the feudal land system. They lost their personal
freedom and were subject to the landlord's cruel exploitation
and oppression.

The chief means by which the landlord exploited the peasants
was through the collection of feudal rent from land rented to
them. There were three kinds of feudal rents: labor rent, rent
in kind, and money rent.

Labor rent was prevalent in the early period of the feudal so-
ciety. Labor rent consisted of the peasants using their own
tools and working on the landlord-operated land at specified
times. The peasants could work on their land only after work-
ing for the landlord. Under this type of land rent, the relations
between the exploiter and the exploited were quite clear-cut.
The produce from the land operated by the peasants belonged
to them. They were thus interested in the labor performed on
It. The produce from the labor performed by the peasants on
the land operated by the landlord belonged wholly to the land-
lord. The peasants were naturally not enthusiastic about such
labor. The landlord was well aware of this difference in atti-
tude. To make the peasants work hard on the land operated by
the landlord, the latter kept a number of foremen to enforce
Strict dlsmphne Therefore, under such a rent system, the re-

lations between the oppressor and the oppressed, the ruling and
Tuled, were quite obvious. In the early period of feudalism,
pI‘Oductive forces were quite weak. The landlord could not have

“Xpropriated the surplus labor of the peasants if he had not
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relied on direct coercion. This kind of feudal rent met with

violent resistance from the peasants.
Later, under the impetus of the development of productive

forces and out of a desire for greater exploitation and less ws
ibility of their exploitative intent, the landlord adopted rent in }

kind in place of labor rent. Under rent in kind, the peasant no

longer worked under the supervision of the landlord. He did

not have to work on the land operated by the landlord. The |
peasant could control all his labor. But he had to turn in sur- ‘
plus produce in kind to the landlord at specified intervals. Com|
pared with labor rent, rent in kind was instrumental in improv4
ing know-how and labor productivity to some extent. But rent §

in kind often represented 50 percent or even 70 to 80 percent

of the peasants' harvests. To maintain a minimum level of sub

sistence, the peasants had to extend their working hours and

raise their labor intensity. Even so, the peasants were unable

to lead a life very far above extreme poverty.

Money rent appeared in late feudal society. Productive forc
were then much higher than before. The relations between ‘,
money and commodities were widely developed. To satisiy his-ﬁfi
manifold needs for a luxurious and extravagant life, the land-
lord needed ever more money. Under such conditions, money ;
rent appeared. Under money rent, the peasants sold their pro-‘
duce in the market in exchange for money to pay rent. Thus th P

peasants were not only exploited by the landlord, but also by

merchant middlemen. When harvests were good, the merchant
depressed prices to squeeze every drop of sweat and blood fromn

the peasants. As a result, the peasants' livelihood was even
more pitiable, and they were frequently at the brink of bank-
ruptcy.

In the feudal society, the broad masses of peasants were un-
der the exploitation of feudal rent. They also had to pay heavy
taxes to the feudal state and were subject to the exploitation of |

usurers. The landlord colluded with the bureaucrats and the

army to plunder the peasants' land, steal their wealth, and forc
them to engage in involuntary unpaid labor. The broad masses |
of peasants were subject to all sorts of extraeconomic exploitation ‘?

Con
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Peasaﬂt Rebellions Reflected the Increasingly Acute Class
tradictions in the Feudal Society

The replacement of the slave society by the feudal society
was a step forward in history. The feudal production relations
were conducive to promoting productive forces in the early
stage of feudal society. Agricultural production techniques
were elevated, and tools improved. The applications of iron in-
struments to production were disseminated, both the variety
and quantity of crops were increased, and handicraft industry
was thriving. In the Warring States period of China, large-
scale water conservancy projects, such as the Tu-chiang Dike
in Szechuan Province, were constructed. Through additional

construction and maintenance during various dynasties, Tu-
chiang Dike still serves a very useful purpose at present. Salt

baking, metallurgy, silk goods, spinning and weaving, porcelain
and pottery, and embroidery were quite well developed in
China's feudal society. The compass, gunpowder, paper, and
block printing were invented very early.

However, production under feudal production relations was
basically small-scale production on a household basis. This
small-scale production was not conducive to the further devel-
opment of productive forces. The broad masses of peasants
under feudal production relations were especially subject to
cruel exploitation and oppression with little possibility for de-
veloping production. The contradictions between feudal produc-
tion relations and productive forces were reflected as class
contradictions between the landlord and the peasant. This was
the major contradiction in feudal society. The highest manifes-
tation of this contradiction was armed rebellion by the broad
Mmasses of peasants to resist the rule of the landlord. These
I'ebellions and struggles were characteristic of the whole feu-
dal period. About 200 B.C., soon after Ch'in Shih-huang unified
China and established the f1rst feudal dictatorship, the first
sreat peasant rebellion in China's history exploded — the re-
bellion led by Ch'en Sheng and Wu Kuang. After that, during the
More than two thousand years before the Taiping Rebellion in
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the mid-nineteenth century, several hundred small and large
peasant rebellions and peasant revolutionary wars were re-
corded. The size and number of peasant uprisings in Chinese

history broke world records. "Only these peasant class strug- |
oles, peasant rebellions, and peasant wars were the real motlv
force of historical development. Because every major peasant
rebellion and peasant war dealt blows to the contemporary feu—*%
dal rule, they thus promoted the development of social produc-—
tive forces to some extent." (8) However, renegades like Ch'’ en
Po-ta attributed the development of social productive forces to |
the "concessions' made by the feudal ruling class. This runs f
counter to historical facts. In history, the landlords never made
concessions to peasant rebellions. They always resorted to

bloodthirsty suppression, counterattacks, and trickery, but
never to "concessions." Renegade Ch'en Po-ta's theory about |
"concessions' was purely an attempt to beautify the landlords.

jl

The Development of a Commodity Economy and
Primitive Accumulation Gave Birth to and

Promoted Capitalist Production Relations

In the late feudal period, with the further development of a
commodity economy, capitalist production relations arose. |

Simple commodity production in the feudal society was based}
on private ownership and individual labor. The purpose of pro-}
duction was exchange. Small commodity producers had to sell
their products in the market. But because every commodity |
producer had different production conditions, skills, and labor
intensity, labor spent on each type of commodity varied. On the
other hand, similar commodities were sold at the same price. |
This constituted a contradiction. With the development of this
contradiction, a small number of small commodity producers
with better conditions prospered. But the majority of small
commodity producers with poorer production conditions were
increasingly impoverished. Thus, the simple commodity pro-

ducers were polarized.
In the feudal society, craft guilds were often formed to prevent
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competltlon among handicraftsmen in the same line or from
handicrafismen from other areas or lines. Members of the

guilds had to obey guild regulations. In the handicraft guild,
there were the master, journeyman, and apprentice. The rela-

tions between the master and the journeyman and apprentice
were basically feudal with slight exploitation. These guilds
1imited the polarization among the small commodity producers.
gut with the development of a commodity economy, some com-
paratively prosperous masters were unwilling to obey the guild
regulations. They indiscriminately increased the number of
journeymen and apprentices, lengthened their labor time, im-
proved production techniques, and gradually converted their
journeymen and apprentices into hired hands. Other bankrupt
masters, journeymen, and apprentices gradually joined the ranks
of hired hands. On the basis of polarization, there gradually ap-
peared the capitalist relations of employment.

In the process of polarization among the small commodity
producers and the emergence of capitalist production relations,
commercial capital played an important role. The merchant
was originally the middleman in commodity exchange. Later
he became a contract merchant who contracted to sell the prod-
ucts of the commodity producers. He later supplied raw mate -
rials and even tools to the small producers who were to produce
products at specified times and of a certain quality, quantity,
type, and specification. Thus, the small commodity producer
was entirely controlled by the merchant and became a hired
hand. And the merchant himself became an industrial capitalist.

In the countryside, during the period of late feudal society,
because of the development of a commodity economy, the land-
lord class gradually converted to money rents. This daily in-
Creased the peasants' dependence on markets and hastened
their polarization. The majority of peasants went bankrupt and
degenerated into hired farm hands. A few elevated themselves
to become rich peasants and later agricultural capitalists.

Thus, capitalist production relations gradually established

tl1“t%'mse1ves in feudal society. In China's late feudal society,
With the development of a commodity economy, the seeds of
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capitalist production relations were about to sprout. Without

the influence of foreign capitalism, China was gradually to de-

velop into a capitalist society.

The establishment of capitalist production relations in feudal

society was closely related to the development of productive
forces. In the beginning, the small workshops of the handi-
craftsmen became large capitalist workshops. In these work-

shops, hand labor was still the rule. But with many workers

working together under unified capitalist command, simple co-
operation was possible, forming a new productive force. Later,

capitalist simple cooperation developed into capitalist factory
handicraft industry. The characteristic of the factory handi-

craft industry was division of labor among workers producing
the same commodity with each specializing in one process. It

simplified labor processes and improved labor productivity by

intensifying labor input. It also created the conditions for the
substitution of machine operation for hand operation.

The development of capitalist production relations depended f

on two basic conditions: First, there had to be a large body of

proletariat who could freely sell their labor. Second, there had
to be a prior accumulation of a large amount of pecuniary wealth §
To facilitate the development of capitalist production relations,;

the bourgeoisie used violence to create these two conditions.

Thereifore, in the development of capitalism, there was a pro-

cess of primitive accumulation.

An important method of primitive accumulation was exploita-i
tion of the peasant. England, where capitalist production relations|

first developed, was a typical example. During the more than
three hundred years from the 1470s until the early nineteenth

century, the English ruling class launched the "enclosure"”

movement by forcibly taking land from the peasants. The mod-"f

ern industry of England started from wool textiles. The wool
textile industry required a large amount of wool, thus forcing
up its price. The big landlords and farm operators enclosed

land wherever they could to raise sheep to cash in on the for-
tune. They forcibly evicted peasants from their land, demol-
ished and burned down their houses, and expropriated large
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,mounts of means of production and means of livelihood. The
enclosure movement forced a large number of peasants to leave
their native places and wander far afield begging for their live-
jihood. Following this, the English ruling class promulgated
various bloodstained legislation to forbid the peasants from
drifting and force them to accept hired employment under harsh
conditiOIlS.

The plundering of pecuniary wealth was another important
method of primitive accumulation. The European bourgeoisie
resorted to armed invasions of Asia, Africa, America, and

Australia to establish the colonial system. They launched com-
mercial warfare and plundered the colonies’' material resources
and pecuniary wealth in order to amass capital for the estab-
lishment of large-scale capitalist production.

Therefore, the process of primitive accumulation was the
process of forcing the separation of the direct producers from
their means of production and concentrating pecuniary wealth
in the hands of the capitalists as capital. Marx penetratingly
pointed out, '"This history of expropriation (of the direct pro-
ducers by the bourgeoisie) was written with blood and fire into
the human chronology." (9) The process of primitive accumula-
tion vividly demonstrated that the capitalists did not "'start
from scratch,' but depended entirely on plundering. ""Capital

Comes dripping from head to foot, from every pore, with blood
and dirt." (10)

Bourgeois Revolution Declared

the Collapse of Feudalism

| The birth and development of capitalist production relations
1N feudal society was severely restricted by feudal production
elations and their superstructure. They were prevented from
4SSuming g dominating role in feudal society because the feu-
dal ruling class would never willingly retire from the histori-
Cal stage. They inevitably used the state machinery in their
€Ontrol to protect the outdated feudal system. The bourgeoisie
and the intellectuals representing capitalist production relations
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publicized capitalist production relations as "manifestations of
eternity and rationality" and "an eternal law of Nature." They |
championed so-called "freedom, equality, and universal love" ]
and denounced feudalism in their efforts to prepare public opin|
ion for the bourgeois revolution to overthrow feudalism. In th
bourgeois revolution, the major class forces were the peasantg
the proletariat, and the bourgeoisie. The peasants were the |
major force, but not the representatives of the new productive
forces. The proletariat had not formed its independent politi - §
cal force, so the bourgeoisie assumed the leadership of the
bourgeois revolution.

In old China, because it was a semifeudal and semicolonial -,?
society, the bourgeoisie was divided into two parts. One was
the bureaucratic bourgeoisie. It depended on imperialism. ‘
Along with the landlords, its members represented the most
backward and most reactionary production relations. They |
were the targets of the Chinese bourgeois democratic revolu-’;
tion. The second part was the national bourgeoisie. It was sub?
ject to the oppression and restriction of imperialism and feu- |
dalism on the one hand but was also closely related to them oni
the other. This determined that the national bourgeoisie was
a force on the side of democratic revolution under some condi’.’
tions. But it was also weak and unstable. Therefore, "it was |
determined historically that the task of anti-imperialist and
antifeudal bourgeois democratic revolution could not be com-
pleted by bourgeois leadership, but only by proletarian leader-
ship." (11) {

Although the bourgeois revolution was a revolution in which?
one form of exploitation replaced another, this revolution also?
had its reversals. In the course of the revolution, there were !
acute class struggles involving attempted restorations by the |
feudal class and opposition to restorations by the bourgeoisie.
England started its bourgeois revolution in 1640. Not until af-
ter two internal wars was Charles I, a representative of the _.
Stuarts, executed. In 1660, Charles II, another representative :
of the Stuarts, again attempted restoration. In 1688, the En-
glish bourgeoisie invited the Prince of Orangé (William III)

48
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from Holland to overthrow the Stuart House. Only then was the
bourgeois dictatorship stabilized. In France, in the eighty -six
years from 1789 when the bourgeois revolution exploded until
1875 when the Third Republic was formed, advances were
mixed with retreats, republics with monarchies, revolutionary
terror with antirevolutionary terror, internal with external

wars, conquests of with conquests by foreign countries, without
o moment of peace and stability. Even so, because the feudal
system was rotten, it still could not escape its extinction no
matter how hard it tried to struggle. The replacement of feu-

dalism by capitalism was inevitable.
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The Analysis of Capitalist Society
Must Start from Commodities

Commodities, Money, and the Law of Value*

Chairman Mao points out: Marx '"'started from the simplest
capitalist factor — commodities — to analyze closely the eco-
nomic structure of the capitalist society.”" (1) Why did Marx
start from commodities in his analysis of capitalist economy ?
This is because every product in the capitalist society is a
commodity. Not only are means of production and consumer
goods commodities, even human labor is a commodity. Here,
social wealth is reflected as a large amount of accumulated
commodities. Commodities become the cell structures of the
capitalist economy. In commodities are embodied all the con-
tradictions of capitalism. Therefore, the study of capitalism
must start from an analysis of commodities.

The Commtidity Relation Embodies the Seeds
of All Capitalist Contradictions

Commodities Consist of Two Components:
A Use Value and an Exchange Value

Commodities, the product of labor, are for sale and exchange.
They went through a historical process of birth and develop-

ment. In the primitive society, people labored together. The
Products obtained were all consumed by the members of the

I|I|.-."-"_--._

.

*Chieh. —p '0 tzu -pen-chu-i she-hui pi-hsu ts' ung shang-p'in
K'aj - -shih — shang p 'in, huo-pi, chia-chih kuei -lu.
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primitive commune. Under these conditions, there was no €x-
change or production of commodities. The exchange and pro-
duction of commodities developed gradually in the slave and

feudal society. Their development reached a peak in the cap-

italist world.

What are the basic characteristics of commodities which are §

the cells of the capitalist economy ?
Since commodities are labor products for exchange, they

must first of all be useful to people. For example, rice can fill 1
our stomachs, clothes can keep us warm, iron and steel can be |

made into machines, and tractors can plow. This usefulness

of a commodity is called use value. Obviously, if something is

not useful, nobody needs it. It cannot, therefore, qualify as a

commodity.
Use value is a necessary condition of a commodity but not

the only condition. Not all useful things are commodities. For

example, air and sunshine are basic necessities for our sur-

vival, but they are not labor products. They are free goods and

therefore not commodities. Further, though food grains and
vegetables are labor products, if they are produced for one's

own consumption, they are not commodities. Again, though food '

grains turned in by the peasant to the landlord as rent are not

for the peasant's own consumption, they are not paid for by the

landlord and cannot, therefore, be regarded as commodities.

Labor products can become commodities only if they are
transferred to other people through exchange. Therefore, in
addition to use value, commodities must also be exchangeable
for other products. This characteristic of commodities is
called exchange value.

Exchange value is first expressed as a numerical proportion }
between one use value and another use value. For example, one |

chang of cloth is exchanged for two tou of rice. The two tou of
rice is the value in exchange for one chang of cloth.

The numerical exchange proportion between two commodities

varies according to time and place. But at a given time and
place, this proportion is, on the whole, uniform. that deter -
mines this exchange proportion? Obviously, if various
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commodities can, in the course of exchange, establish among
them numerical proportions, they must have something in com -
mon. This common property cannot be their use values. From
the viewpoint of their use values, every commodity is different
in nature. For example, cloth can be made into clothes, and
rice can fill our stomachs. These are two entirely different
use values and cannot be compared. The common property
among the commodities must be found in their exchange value.
And when the use value of both commodities, whether cloth or
rice, is ignored, the only characteristic left is that they are
both labor products. Labor has been expended for their produc-
tion. This embodied labor constitutes value. Values are com-
parable, and therefore commodities can be compared in quan-
tity. The fact that one chang of cloth can be exchanged for two
tou of rice implies that their production requires an equal quan-
tity of labor. Consequently, they are equal in value. Exchange
value is therefore determined by value. Exchange value is an
expression of value. Value itself is the basis of exchange value.
Use value and value are the two characteristics of commodi-
ties. They constitute the two factors of commodities. Use value
1s the material support for value. If one commodity has no use
value, no matter how much labor has been expended on it, no
value can be formed. And it cannot be a commodity in exchange
for other labor products. At the same time, only use value cre-
ated by labor can become the use value of commodities. Even
If something is absolutely essential for our survival, such as
air and sunshine, it cannot become a commodity unless labor
has been expended on it.

The Duality of Commodities Is Determined by the

M_—“

Duahty of Labor Used in Commodity Production

Where does the duality of commodities come from ? When
We go to the source, we discover that labor used for commodity
Production has a dual nature: it consists of concrete labor on
the one hand and abstract labor on the other.

To produce various use values, people have to engage in
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various purposeful production activities. For example, carpen-
ters make tables, and peasants raise crops. They all have the1r

own tools, their objects, and their methods. The labor of a
peasant consists of using various farm tools to plow, rake,

plant, and harvest, finally producing food crops. This labor ex- 4

pended in different concrete forms is called concrete labor.
Concrete labor creates use value. There are many different
use values for commodities. There are also many different

forms of concrete labor in commodity production. Concrete la-
bor in various trades and occupations is different, a manifesta- §

tion of a complex division of labor.
Various concrete labor is different in nature and cannot be

compared. But in the market, various labor products can be

compared. This shows that labor expended on commodity pro-
duction not only has an aspect of difference, but also an aspect

of similarity.

What is this similarity ? It lies in the fact that although labor

is different in its concrete forms for the production of various
commodities, it is basically an expenditure of physical and
mental human labor. This homogeneous labor abstracted from

its concrete characteristics is called abstract labor. The value '

of commodities is created by abstract labor. Earlier, we said
labor embodied in commodities constitutes value. Now, after
analyzing the duality of labor, we can be more specific about
the meaning of value. Value is the abstract labor embodied in

commodities.

Concrete labor and abstract labor are not two different types
of labor. They are merely two aspects of the same labor. Peo- ,

ple must engage in various forms of concrete labor in the produc-
tion of various use values for the satisfaction of various needs.
Concrete labor expresses the relation between man and Nature.
On the other hand, abstract labor provides a unified measure
to compare the labor expended on the production of various
commodities. Therefore, abstract labor expresses the social
relation in which labor is exchanged among people under the
condition of commodity production. .
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The Value of Commodities Is Determined
by the Socially Necessary Labor

Rl gyl

The value of commodities is created by labor. Its level is
determined by the labor expended on the production of commod -
ities. And the volume of labor is measured by labor time. The
Jonger the labor time needed for the production of a commodity,
the larger the volume of labor and the higher the value.

Does this mean that the lazier and more unskilled a man is,
the more valuable the commodity he produces would be ? Defi-

nitely not.

The production of a given commodity requires different labor
time from different commodity producers for obvious reasons.
Some are more skilled than others. And some use better tools
and equipment than others. The time required by those who are
more skilled and use better tools and equipment is naturally
shorter than the time required by those less skilled and using
crude tools and equipment. Then, which labor time should be
used to determine the value of commodities ?

The labor time expended by various commodity producers on
commodity production is called individual labor time. For ex-
ample, some carpenters spend thirty hours to make a table,
some twenty -five hours, and others twenty hours. These are
all individual labor times. The value of commodities is not de-
termined by the individual labor time, but by the socially neces-
sary labor. ''Socially necessary labor is such labor time as is
required for producing a use value under existing normal condi-
tions of production and with the average amount of skill and in-
tensity prevalent at the time." (__2_) If under normal production
Conditions and with the average amount of skill and intensity
the required time to make a table is twenty-five hours, then
twenty -five hours are the socially necessary labor for making
tables. Twenty -five hours' labor is the socially necessary la-
bor determining the value of a table.

When we talk about labor determining value, we must distin-
Suish between not only individual labor and socially necessary
la]001' but also between simple labor and complex labor. Simple
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labor is labor that can be performed by a normal, healthy per- i
son without going through special training. Complex labor is
labor performed by a skilled worker who has undergone certaln
special training. Therefore, in a given period of time, the value
created by simple labor is less than that created by complex :_‘
labor. Complex labor is multiple simple labor. The conversmn
between complex and simple labor is spontaneously carried out §
in the exchange process.

The Contradiction between Private Labor
and Social Labor Is the Bagic Contradiction
of Commodity Production

We have analyzed above the duality of commodities, the dual-—j
ity of labor in commodity production, and the value of commod-
ities. With this basic understanding, we can further analyze the
contradictions of commodity production.

Commodities are used as exchange for labor products. Com-
modity producers produce commodities not for their own needs,;
but for sale in exchange for the commodities they need. For
example, the blacksmith does not make hoes because he needs 1'?
them. What he is concerned about is selling the hoes to realize
their value for the exchange of the rice and cloth he needs.
Whether his commodities can be sold or not is of vital concern i
to the commodity producer.

Commodities are a unifier between the opposites of use value
and value. Concrete labor and abstract labor in commodity pro
duction are also opposites in unity. They are unified in a com- |
modity, but they are also opposites. If the commodity can be |
sold, their internal contradictions are resolved. When a hoe
reaches the hands of a peasant who needs it, concrete labor is
converted into abstract labor, and the blacksmith obtains the
value of his hoe. The use value and the value of the hoe are
also unified. But if the commodity cannot be sold, the contra-
diction between use value and value and the contradiction be-

tween concrete labor and abstract labor are immediately re-
vealed. Although the hoe obviously possesses use value, if it

1 H
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cannot be sold, its value cannot pe realized, and the hoe is no
petter than a heap of scrap. In this case, the concrete labor of
the blacksmith, which also obviously represents the expenditure
of physical and mental labor, cannot be converted into abstract
lapor. In other words, his labor is not recognized by society
and is as good as wasted. Under these conditions, the black-
smith has no means to purchase pig iron and charcoal with
which to engage in more production. He certainly has no means
to buy fuel, rice, oil, and salt to support himself. The contra-
dictions between use value and value and between concrete and
abstract labor bear directly upon the production and livelihood
of the commodity producer.

How do these contradictions in commodity production arise ?
Where are their origins ? There is one basic contradiction in
commodity production under private ownership. This is the
contradiction between private and social labor. Since commod-
ities are labor products used for exchange and since the use
value created by the producer is not for the satisfaction of his
own needs but to satisfy social needs, the 1abor of the commod -
ity producer is social in nature. It is a part of total social la-
bor. But under the condition of private ownership, what and
how much to produce and the size of his income are the private
affairs of the producer. Therefore, the labor of the commodity
Producer also possesses the nature of private labor. This con-
tradiction between private and social labor is the source of all
Contradictions of commodity production under private owner -
Ship. When the commodities produced by the private producer
dre sold in the market, it shows that his private labor is rec-
Oghized by society and constitutes a part of the social labor. If
the commodities cannot be sold, the private labor of the com-
Modity producer is not recognized by society and cannot be con-
Verted into social labor. The concrete labor of the commodity
Producer cannot be converted into abstract labor. The value of
“Ommodities cannot, therefore, be realized.
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Marx's Labor Theory of Value Is the
—‘_—_—____——-——_——"—'—-—‘"—__‘———__-——'—
Basis of the Theory of Surplus Value

Through the analysis of the duality of labor, Marx firmly cre .’
ated the labor theory of value. This theory scientifically dem- %
onstrates that concrete labor creates the use value of commod ,-
ities, while abstract labor creates the value of commodities
and labor is the sole source of value. Marx's labor theory of
value is the basis of Marx's theory of surplus value and is an
important constituent part of Marxist political economy.

Before the proletariat received the guidance of Marxist the-
ory, they did not realize the source of their sufferings and .
not identify the objects of their struggle. Some mistakenly
thought that their sufferings were caused by machines and once‘
resorted to destroying machines as a method of struggle. Marx 4
summarized the long experience of the proletarian struggle a.nd‘i
created the theory of surplus value to expose the secret of cap
italist exploitation. This made the proletariat realize their his+
torical mission and the fact that only through violent revolution;%
and the replacement of capitalism by socialism could they be f
liberated. Marx's theory of surplus value is based on the labor §
theory of value. Without the labor theory of value, the theory 4
of surplus value could not have been established.

Because Marx's labor theory of value provided theoretical
guidance to proletarian revolutionary struggles, bourgeois
economists tried their best to establish all sorts of anti-
scientific theories of value in a vain attempt to separate the
relations between value and labor, to oppose Marx's labor the- |
ory of value, and to conceal capitalist exploitation.

Among the vulgar economists, a production-costs theory of
value was once much in vogue. This theory says that the value §
of a commodity is determined by the costs of production (the !
value of the means of production and labor wages) expended on |
its production. If the value of a commodity is in fact determinel
by the costs of production, then the capitalist would only get |
back the costs of production expended when the commodity is

sold. How can he ever get rich this way? Where is the

.
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exploitation of the worker ? Therefore, those vulgar econo-
mists who proposed that value was determined by the cost of
production necessarily explained profit as a form of higher
wage, a reward for abstinence, an award for risk. This fully
exposed their ugly role as apologists for the bourgeoisie.

Among the bourgeois vulgar economists, another utility the-
ory of value was also once in vogue. According to this theory,
the value of a commodity is determined by the amount of utility
it possesses. What then is "utility" ? This is, in fact, the use
value of a commodity. We said earlier that various commodi -
ties had different use values which were not comparable. It is
simply not logical to say that the value of a commodity is deter-
mined by its use value. The utility theorists of value could not
intelligently explain why such things as air and sunshine, which
are essential for human survival, did not possess any value
and could not be sold as commodities.

Another popular theory among the bourgeois vulgar econo-

mists was a supply-demand theory of value. This theory denied
that there was any objective, intrinsic value in a commodity and
thought that the value of commodities was determined by the
supply and demand conditions in the market. When the supply
of a certain commodity exceeded its demand, its exchange value
for other commodities was lower, and its value was lower. But
when the demand for a commodity exceeded its supply, its ex-
change value for other commodities was higher, and its value
Was higher. This theory was obviously fallacious. The supply -
demand theorists of value simply cannot explain what deter -
mines the value of a commodity when supply is equal to de-
mand; neither can they explain why, in the changing relations
between supply and demand for various commodities, some
COmmodities are consistently more expensive than others.
Although the bourgeois economists tried their best to negate
the labor theory of value, truth can never be negated. Marxist
labor theory of value has been proven to be the only correct

thﬁ'Ory In its struggle against various pseudoscientific theories
°f the bourgeoisie.
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Money Is a Natural Product of the Development
of Commodity Exchange

Money Is a Special Commodity Serving
as a Universal Equivalent

Money is associated with commodities because in daily life |
the value of commodities is expressed in terms of money. And‘*
commodities are bought with money. However, the value of
commodities was not expressed in terms of money from the
start. Money is a product of the development of commodity
production and exchange.

Commodity exchange started out as direct barter among com
modities. In the beginning, the nomad tribes and agricultural |
tribes exchanged their surplus products. For example, sheep |
were exchanged for rice. At that time, the exchange of com- |
modities was on an occasional basis and occurred mainly
among clan communes. In the course of exchange, the value
of a commodity was accidentally expressed in terms of another
commodity. For example, two sheep equal one bag of rice. The
value of a sheep could not be evaluated in terms of itself. But §
when sheep were exchanged for rice, the value of a sheep was |
expressed in terms of rice. In the above equation, commoditie\
such as rice assumed the special role of an "'equivalent.” They
acted like a mirror and in them the value of another commodity t»

could be reflected.

With the development of productive forces and social divisio ;
of labor, commodity exchange daily developed. Both the volum
and the variety of commodities being exchanged increased. In |
the course of exchange, one commodity could be traded for
many other commodities. Its value could be expressed in many
other commodities. At the same time, with the development of
commodity exchange, the disadvantages of direct barter among
commodities were increasingly evident. Direct barters could
be concluded only when both sides happened to need what the

other side had to offer. For example, suppose that the owner
of sheep wanted to exchange them for food grains, but the owne
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of food grains needed a hoe instead of sheep and the owner of
hoes wanted cloth instead of sheep or food grains. If the owner
of cloth happened to want sheep, then, the seller of sheep could
obtain food grains by first exchanging sheep for cloth, then
cloth for hoes, and finally hoes for food grains. The expected
purpose of exchange was realized only after much trouble. If
the owner of cloth did not need sheep, then no matter how much
trouble he went through, he still could not get what he wanted.
Therefore, when commodity production increasingly developed,
direct barters proved to be extremely difficult.

In the course of commodity exchange, people gradually real -
ized that if they first exchanged what they had for some com-
modity (like sheep) which was generally needed and used it to
exchange for what they needed, then the purpose of exchange
could be realized in only two transactions. Therefore, in the
long developmental process of commodity exchange, commodi -

ties such as sheep would be separated from other commodities
and perform a role not possible for other commodities. Then,

the values of all commodities were all expressed in terms of
sheep. And sheep assumed the role of a "universal equivalent"
in commodity exchange.

In the long process of the development of commodity ex-
change, nations used different mediums of exchange, including
sheep, shells, cloth, and metals. Finally, they decided to use
precious metals such as gold and silver as money. Because
the precious metals are small in quantity but great in value,
€asy to carry, readily divisible, and not perishable, they are
Suitable for a medium of exchange. Hence, gold and silver are
s€nerally accepted as money. Note, however, that money is not

AN mnnate property of gold and silver; it is acqulred Gold and
fllver became money under certain historical production rela-
10ns,

From the origin of money, one can understand the nature of
Money, Money is a special commodity separated from other
“Ommodities and serving as a medium of exchange.
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The Five Functions of Money
Evolved Step by Step

The property of money is manifested in its functions. Money
possesses five functions which are evolved in the process of ‘
commodity exchange. These functions are to serve as (1) a unit |
of value, (2) a medium of exchange, (3) a standard of payments, '
(4) a store of value, and (5) a universal currency. Of these, the
basic functions are as a unit of value and as a medium of ex- fj
change. But they have all evolved with the emergence of money .’.

The first function of money is as a unit of value. Just as a J
ruler is used to measure the length of things, money is used to
measure the value of commodities. Money functioning as a
measure of value can be conceptual money. This is to say,
when people use money to evaluate the value of commodities, §
they need not have money in their hands. For example, a table §
is worth ten yuan. But there is no need to put ten yuan on the §
table. When the values of commodities are expressed in terms |
of money, they are the prices of the commodities. Prices are |}
the expression of values in money terms. The prices of com-
modities are determined by two factors. One is the value of
the commodities themselves, and the other is the value of
money (gold, silver). The prices of commodities are directly
proportional to the value of the commodities themselves and |
inversely proportional to the value of money. For example, a ;
buffalo is worth five hundred hours of social labor and one
ounce of gold is worth five hundred hours of social labor. Then,*;
the price of a buffalo is one ounce of gold. If the labor produc- |
tivity of gold miners is doubled and one ounce of gold is now |
worth only two hundred and fifty hours of social labor, then,
even though the value of a buffalo has not changed a bit, the
price of a buffalo has doubled.

The second function of money is as a medium of exchange, |
namely, it serves as a medium of commodity circulation. Com- §
modity circulation is commodity exchange by means of money. !
Before the appearance of money, commodities were bartered |
directly. In terms of a formula, it is expressed as commodity
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equals commodity. After the appearance of money, all commod -
jities were exchanged in terms of money. In terms of a formula,
it is expressed as commodity equals money equals commodity.
This role of money as a medium in commodity circulation is

the function of money as a medium of exchange.

The money used as a medium of exchange was originally gold
and silver pieces of different sizes and weights. This was later
replaced by coins. Coins were merely minted metal pieces of
uniform shape, purity, and weight certified by the state. The
coins of various countries were all different. In China's late
Shang dynasty, coins began to be minted with copper. The oldest
coins were made of copper and shaped like farm tools. They
were known as pu ch'ien. In the Chou dynasty, in addition to
pu ch'ien, there were tao ch'ien and yuan ch'ien. Yin yuan [sil-
ver dollars| were first minted in the Kuang-hsii period of the
Ch'ing dynasty. Each yin yuan consisted of 0.72 ounces of silver.

In the course of circulation, coins were worn out and part of
their value was lost. But even then coins were still accepted at
their full value. This was because the function of money as a
medium of exchange was performed in one instant. People ex-
changed their commodities for money merely in order to use it
to buy the commodities they needed. The primary concern of
the commodity owners was whether the money could be used as
a medium of exchange and not whether the money had its full
worth. For this reason, not only could worn metal money be
used as a medium of exchange, but even pure value symbols in
the form of paper notes could take its place.

| Since paper money in place of metal money serves as a me-
dium of exchange in commodity circulation, the amount of paper
Mmoney issued is limited to the amount of metal money needed
for commodity circulation. Marx pointed out: ""The amount of
Paper money issued, which is a token or symbol of real money,

alWa'yS equals the value of the gold (or silver) needed for com-
Mmodity circulation.' (g) If the paper money issued equals the

Amount of metal money needed for commodity circulation, then

:he pPaper money shall possess the same purchasing power as
e metal money. If the amount of paper money issued exceeds




50 Fundamentals of Political Economy Commodities Analysis of Capitalist Society 51

hoarded money. It served the function as a means of hoarding.
The fourth function of money is as a means of payment. With

the development of commodity production and exchange, trans-
actions on credit increasingly developed. When a debt was due,
payment had to be made in money. But at that time, commodity
exchange had already been completed. Here, money no longer
served as a medium of exchange, but rather as a means of pay-
ment. As a means of payment, money was first used among
commodity producers to settle debts. Later, its use went be-
yond the sphere of commodity circulation. This function was
also instrumental in the payment of rent, interest, and taxes.

The fifth function of money is as a world currency. With
commodity exchange proceeding beyond a nation-state, inter-
national trade developed, and a new function of money was cre-
ated. This was the function of a world currency. Only gold and
silver could serve as world currency.

In the world market, gold first served as a means of pay-
ment to settle international accounts. This was the major func-
tion of a world currency. Next, in the world market, gold was
also used as a means of payment to buy various commodities.
Finally, gold was transferred from one country to another as
a symbol of social wealth. For example, the payment of war
iIndemnities, capital export, and other transfers of gold and
Silver from one country to another served this function.

The above five functions of money are organically related
and are different expressions of the nature of money. They are
the expressions of the different roles assumed by a universal

€quivalent in the development of commodity circulation.

the amount of metal money needed for commodity circulation,
then the value of the total paper money still equals the metal
money needed for commodity circulation, but the unit value of
the paper money shall fall in terms of the metal money. Hence, §
the value of the paper money depreciates, and commodity prices
appreciate. For example, if, in a given period, the amount of
metal money needed for circulation were 100 million yuan but
the amount of paper money were 200 million yuan, then the
value of paper money would be halved. The purchasing power
of 1 yuan of paper money would be equivalent only to 0.5 yuan
of metal money.

This depreciation of paper money resulting from the issue of :
paper money in excess of the amount of metal money needed for
circulation is called inflation. In capitalist society, inflation is .
an important means by which the bourgeois state plunders its
people. The result of inflation is the depreciation of paper
money and rising prices. On the other hand, the increases in
the money wages of the workers lag far behind the increases in
prices, resulting in decreases of their real wages and their
standard of living. At the same time, the exploitative income
ot the bourgeoisie increases rapidly. In old China, the issue of -
legal tender reached astronomical figures, leading to galloping
inflation and quantum jumps in prices. Some people once cal-
culated that the purchasing power of 100 yuan of legal tender in
1937 was two buffaloes. In 1938, it was one buffalo. In 1941, it
was one pig. In 1947, it was one-third of a box of matches. In
1948, it could not even buy one-third of a matchstick.

The third function of money is as a means of hoarding. The
development of the money relation of commodities increasingly |
made money into a symbol of social wealth. When the natural
economy played a dominant role, the accumulation of wealth
assumed the form of food grains, cloth, and silk goods. After
the money relation of commodities was developed, because
money could be used to purchase any commodity, the accumula-
tion of wealth increasingly adopted the form of hoarding money 1
(gold and silver). This money which was temporarily .retired
from commodity circulation and hoarded by its owner became
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The Law of Value Is the Economic Law
of Commodity Production

Mjecg_ive Requirement of the Law of

Value Is Equivalence in Exch@ge

 The law of value is the economic law of commodity produc-
tionang exchange. The basic content of this law is this: The value
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of a commodity is determined by the socially necessary labor. ;
Ccommodities must be exchanged according to their values.
That is, there must be equivalence in exchange. Wherever and
whenever the conditions of a commodity economy exist, the
1aw of value has a role to play. Marx said, 'In the anarchic and
constantly changing trade relations of private labor products, _;
the socially necessary labor time for their production formbly
clears its own path as a regulatory law of nature, just as the |
law of gravity forcibly clears its own path when a house falls |
on a person's head." (4) In other words, in commodity ex-
change, although because of the influence of the supply -demand
relation the proportions in which commodities are exchanged
may change continuously so that the socially necessary labor §
(the value) embodied in two commodities being exchanged may
not be exactly equal, in the long run, commodity exchange nec-
essarily involves equivalence in exchange. The values being
exchanged must be identical.
Why is the objective tendency of commodity exchange toward
equivalence in exchange ? This is because commodity produce: ’.
are all concerned about how much of others' commodities their %
own commodities can be exchanged for. Due to the influence o f,
the supply -demand relations, the proportions in which commod
ities are exchanged constantly change. People increase produc
tion of commodities which are more profitable and decrease |
production of commodities that are less profitable. As a re- ;'
sult, the supply of the former commodities exceeds the u'-
for them, and their exchange values decrease. The supply of |
the latter commodities falls below the demand for them, and
their exchange values increase. This constant change in the
proportions at which commodities are exchanged demonstrates
that equivalence in exchange is an objective law which does
change according to people's will.
With the appearance of money, all commodity exchanges de""
pend on money as a medium. Values are expressed as prices. |
The law of value requires equivalence in exchange. In other |
words, it requires the equivalence between prices and values.
Needless to say, the equivalence between prices and values
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must be understood as a long-term tendency. In fact, in a com-

modity economy based on private ownership in which production

ig uncoordinated, there are constant dislocations in the supply
of and demand for commodities in the market, leading to con-

stant fluctuations of prices. Although changes in the supply-
demand relations lead to fluctuations in prices, the fluctuations
are always centered around the equilibrium values. Therefore,
nonequivalence between prices and values due to the influence
of the supply -demand relations does not imply the negation of
the law of value, but rather a necessary form through which
the law of value operates.

The Three Functions of the Law of Value Which
Arise in the Course of Market Compet1t1on

The law of value performs three functions in commodity pro-
duction based on private ownership. These functions are real-
ized through the spontaneous force of market competition.

First, the law of value is a regulator of production. It spon-
taneously regulates the distribution of social labor and the
means of production among various production sectors. Com-
modity production based on private ownership is conducted un-
der the condition of competition and anarchy. Nobody has di-
rect information on what or how much society needs. But some
order, allocations, and arrangements are necessary for the
continuation of social production. These allocations and ar-
rangements are regulated by the law of value and realized

through the spontaneous influence of market price fluctuations.
If the supply of a certain commodity does not meet the demand

for it, its price will rise above its value, and the production of
this commodity becomes especially profitable. The production
Of this commodity will thereby be increased. If the reverse is
tl‘ue, 1ts price will fall below its value, and its production will
be decreased. It is in this way that the law of value directs the
ACtivities of commodity producers and regulates the distribu-

tion of labor and the means of production among various pro-
duction sectors.
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Although the regulation of social production by the law of |
value imposes certain order in the commodity economy based |
on private ownership, this order is achieved under the
of anarchy. It is constantly destroyed by blind competition, andj
a new order is again spontaneously formed. The esta.blishment;‘:E
of this kind of order is achieved through an immense waste of
social labor. Just as Marx said, ""This orderless motion is its }
order." (D) ,

Second, the law of value stimulates the improvement of pro- -{f
duction techniques and labor productivity. Labor productivity
is measured by the amount of products produced in one unit of
time. Expressed as a formula: labor productivity equals amoun
of products divided by labor time. The level of labor productiv,j
ity is determined by many factors. The most important ones
are the skill of labor, the state of technology and its applica-
tion to production, and the extent of division of labor and co-
operation. According to the objective requirement of the law §
of value, commodities are sold according to the values deter- 1§
mined by the socially necessary labor. Therefore, whoever is |
more skilled, more efficient, and uses less than the socially
necessary labor time will get more profit. This stimulates thea:
commodity producer to pay attention to improving his produc-

3
.
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tion techniques and labor productivity. But under private owneg
ship, the improvement of production techniques by the commod;
ity producer is for the sake of higher profits. Those who pos-
sess new techniques will naturally keep them secret. Under §
these conditions, the development of social productive forces 4§
is hindered.

Third, the law of value promotes polarization among com-
modity producers. This is because the production conditions
of various commodity producers are all different. The individ-}
ual labor time used to produce a certain commodity varies
widely. But the law of value requires that commodities are
sold according to the value determined by the socially neces- |
sary labor. Thus, those commodity producers with better pro-
duction facilities and with individual labor time less than the
socially necessary labor time will make a higher brofit and

o
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develop faster. On the other hand, those commodity producers

with poorer production facilities and with individual labor time
higher than the socially necessary labor time will not survive

the competition. Thus, the polarization among commodity pro-
ducers is inevitable.

Expose the Mystery of Commodity Fetishism

Fetishism originally referred to religions in which people
worshiped things believed to possess certain mystical power.

Wwhen the level of social productive forces was low and the con-
trol people exercised over Nature was weak, they made natural
forces mysterious. They thought natural forces like thunder,
lightning, water, and fire were controlled by certain gods and
therefore worshiped them. This also happened in the commod -
ity economy under private ownership. Although commodities
are made by people's hands, they were worshiped as gods and
believed to hold people's destiny. Marx called this phenomenon
commodity fetishism.

How did commodity fetishism come about ?

Under private ownership commodity production, the relations
among men were manifested in commodity relations. Commod-
ities were treated as if they were something above men, their
master. The destiny of the commodity producer was entirely
dssociated with the destiny of commodities. His destiny was
entirely determined by whether and how well his commodities
Could be sold. If his commodities could be sold at profitable
Prices, the commodity producer would be well off. But if they
Could not be sold or could only be sold at very low prices, he
Would be poor. The commodity producer had no way of knowing
beforehand whether there was a demand for his commodities
Or whether the commodities could be sold at good prices. The
Prices of commodities were not determined by the individual
Producers, but rather by the spontaneous forces of the opera-
tion of the law of value in the market. It was this condition that
led the commodity producer to feel that his destiny was beyond

FiS Own control and was decided by the fate of his commodities
1 the market.
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After the appearance of money as a universal equivalent
which could be freely exchanged for all commodities, there

arose an illusion that money itself had a special magical power 3
that could affect people's destiny. Therefore, commodity fetish 4

ism inevitably developed into money fetishism.
Marx was the first one to reveal the mystery of commodity

fetishism. Marx's theory on the relations between comm0d1t1es"
and money permitted the revelation of the relations among peo-

ple, while bourgeois economists could see only the relations
among things and the social relations among them concealed

by things. Marx's theory irrefutably demonstrated that the re-
lation between commodities and money will not hold eternally, 1

but will be a passing historical phenomenon. Therefore, the
capitalist economic system with commodities as its cells is

not eternal. Things that were created under certain historical

4 i
,-_ .

conditions will disappear when the historical conditions change

This is an objective law that cannot be changed according to
people's will.

Major Study References

Marx, Capital, Vol. 1, Chapters 1, 3.
Engels, Anti-Duhring, Part 2, Chapter 5.
Lenin, Karl Marx, ("Marx's Economic Theories").

Review Problems

1. Why do we say that commodity relations embody all the
Seeds of capitalist contradictions ?

2. What are the major content and meanings of Marx's labor

theory of value ?
3. What are the roles played by the law of value in a com-
modity economy based on private ownership ?
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How the Capitalists Exploit
and Oppress the Workers

Capital and Surplus Value*

Capitalist production is commodity production aimed at reap

ing surplus value. To understand the nature of capitalist pro- -%
duction, we must study Marx's theory of capital and surplus

inevitable extinction of capitalism and the inevitable triumph

of socialism, appreciate the historical mission of the proletar -
iat, and become conscious revolutionary soldiers of the prole- }

tariat.

The Secret of the Exploitation of the
Workers by the Capitalists

The Conversion of Labor Power into Commodities Is
the Precondition for the Production Surplus Value

R -
. { :

Every old worker from the old society has a family history
full of hardship and suffering. In the old society, the workers
ate like pigs and dogs and toiled like buffaloes and horses."

They "worked until they were old, and their lot was worse tha.n '

a blade of grass.'" They were oppressed politically, and their
livelihood was uncertain. But the capitalists never worked.
They bossed the workers around and led extravagant and

*Tzu-pen-chia shih tsen-yang po-hsiao ho ya-p o kung-jen
ti — tzu-pen ho sheng-yu chia-chih.

08

value. Only by equipping ourselves with this theory can we
understand the exploitative relation of capitalism, realize the ‘f

L i,
1
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degenerate lives. Their wealth increased all the time. Why ?
Marx's theory of capital and surplus value revealed this secret
and scientifically answered these questions.

How did Marx's theory of capital and surplus value reveal
the secret of the capitalists' exploitation of the workers ? We
must start from that special commodity, labor power.

Labor power means human work, the sum total of a person's
physical and mental effort. In any society, labor power is the
chief factor of production. But only in the capitalist society is
labor power a commodity. There are two conditions under
which labor power becomes a commodity. First, the laborer
is a '"free man.'" He is free to sell his labor power as a com-
modity. Second, the laborer has nothing aside from his labor.
He has no means of production or means of livelihood and must
sell his labor power to live. These two conditions occurred
when the feudal society collapsed and in the course of polariza-
tion between the small commodity producers and primitive ac-
cumulation. The employment of workers by the capitalist con-
sists of buying their labor power and converting them into hired
slaves.

Once labor power becomes a commodity, it possesses value
and use value, like other commodities. The value of labor power,
like the value of all commodities, is determined by the amount
of socially necessary labor required for its production and re-
production. The capitalist must maintain the labor capacity of
the worker if he wants him to work for him. To maintain the
worker's labor capacity, it is necessary to feed, clothe, and
shelter him and provide him with means of livelihood. There-
fore, the value of labor power must include, first of all, the
value of the means of livelihood needed to maintain his suste-
Nance. At the same time, workers grow old and die. In order
to maintain the capitalist exploitative system, the capitalist
leeds new workers as replacements. Therefore, the value of
labor power must also include the value of means of livelihood
leeded by the worker to support his children and other depen-
dents. To more fully exploit the worker, the capitalist gener-
ally requires him to master certain skills through general
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education and training. Thus, the value of labor power must
also include the cost of education and training. But this amoun
to very little. In general, it can be said that the socially neces
sary labor needed for the production of labor power is the so-
cially necessary labor needed for the production of the above-
mentioned means of livelihood. In other words, the value of la-,
bor power is the value of the means of livelihood needed to kee
the worker alive and his offspring growing. ;
As for the use value of labor power, it is different from the

use value of other commodities. Labor power is a special com
modity. Its use value possesses a special characteristic. When
the use value of other commodities, like food grains and cloth~
ing, is consumed, no new use value is created. But the use of §
this special commodity labor power, that is, the worker's
work, can create value and, moreover, can create value Wthh

is higher than the value of the labor power itself. "When the §
capitalist purchases labor power, it is this augmented value 1n

which he is interested." (1) This difference is called surplus
value.

The Surplus Value Expropriated by the Capitalist
Comes from the Exploitation of Workers

How then does surplus value arise? Let us examine con- .
cretely the production process of surplus value. After the pur
chase of labor power by the capitalist, he forces the worker to
work in his factories to produce commodities. There are two §
aspects of capitalist production process. It is a labor process.
It is also a value-augmenting process.

A labor process is the purposeful process by which people |
use certain labor to transform the labor object for human nee
The characteristic of the capitalist labor process is that the |
capitalist possesses means of production. The worker toils un
der the capitalist's orders while his labor products belong to
the capitalist. The result of the capitalist labor process 1s the
production of a certain use value capable of satisfying certain
social needs. But that is not the purpose of capitalist production. |
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The capitalist allows the worker to produce certain use value
only because use value is the material carrier of value. If he
Joes not provide some use value, there will be no demand for
his commodity, and the value (including surplus value) produced
will not be realized.

The capitalist production process is also a value-augmenting
process. When the workers produce use value, they are also
using their active labor to create new value. The new value
which the workers create is higher than the value of the labor
power itself. This is called value-augmenting. This value-
augmenting is the ultimate goal of the capitalist. The value-
augmenting process is the major theme of the capitalist pro-
duction process.

Take the example of cotton yarn production. The capitalist
first purchases enough means of production for a worker's
twelve-hour workday. Suppose the value of these means of pro-
duction is equal to forty-eight hours of labor, totaling twenty -
four yuan. He also purchases a day's labor power from a
worker. Suppose the value of a day's labor power is equal to
siXx hours of labor, totaling three yuan. Then the worker is
made to spin yarn. Since what the capitalist has purchased is
a day's labor power, he will not ask the worker to work for
only six hours. Suppose the worker toils twelve hours a day.
Then, the value of the cotton yarn produced is equal to sixty
hours of labor, totaling thirty yuan, of which twenty-four yuan
1s transferred from the means of production and six yuan 1s
the new value created by the worker in twelve hours' labor. In
this labor process, the capitalist gets only twenty-seven yuan,
of which twenty -four yuan are used for purchasing means of
E}:‘Oductlon and three yuan for paying wages. The remainder is

I'ee yuan. This is the augmented value created by the worker
?nnjnteixproprlated by the capitalist. The process of value aug-

ng 1s the production process of surplus value. |
le:Zfelat takes place above still follows the principle of equiva-
In exchange. But value is augmented, and surplus value
E}:‘;)duced The key of this process is that the capitalist obtains
right to use the labor power he has purchased "The use
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value of the labor power, that is, the labor itself, belongs just
as little to the vendor as the use value of oil which has been
sold belongs to the oil dealer. The owner of money has paid
the daily value of labor power. Consequently, its use during 4
the day, the whole day's labor, belongs to him. The daily sus-
tenance of labor power only costs half a working day, although
such labor power can be in action the entire day. Consequently
the value which its employment creates in a single day is dou-
ble its own daily value." (2) That the capitalist can build largeg
factories and accumulate ever more wealth is due to the fact
that the value created by labor is far larger than the value of
labor power and the difference is expropriated by the capitalis‘f
Through the analysis of the production process of surplus
value, we can see clearly that surplus value is created by wor
ers in the production sphere. But to conceal the exploitation o
workers, the bourgeoisie and their agents insist that the new
value obtained by the capitalist comes from the circulation "
sphere. We must thoroughly expose such lies. Surplus value
cannot be explained by saying that the buyer buys commodltles?
below their values or that the seller sells commodities above
their values, since the gain or loss obtained through the trans
action will be offset by the change in roles between buyers and
sellers. Neither can surplus value be explained by deceit, be-f?-
cause even though deception may increase the welfare of one
party at the expense of another, it cannot increase the total
wealth of both parties. '""The whole capitalist class of a countm
cannot become richer by deceiving themselves.' (3) If there 1&
any relation between surplus value and the circulation sphere,
it is the fact that the capitalist cannot divorce himself from th
circulation sphere in buying labor and selling commodities. In
the circulation sphere, the capitalist buys labor power which
provides the condition for producing surplus value. And the  §
capitalist realizes this surplus value through selling his com-*fﬁ%-
modities. In any case, surplus value can only be created in the
production sphere and not in the circulation sphere. Surplus
value can only be the product of the capitalist’'s exploitation of
the worker in the production process.

'af,
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Once we understand the secret of capitalist exploitation, we
can appreciate the nature of capital and the basic economic law
gnder capitalism. Capital is a value that can bring about sur-
plus value, or it can be said to be a value with self-value-
qugmenting power. Capital is not a simple thing. It expresses
the capitalist mode of production, namely the class relations
whereby the capitalist exploits the workers.

This relation expressed by capital is a result of historical
development. Means of production and money existed before
the emergence of the capitalist mode of production. But only
under the capitalist mode of production when capital is owned
by the capitalist and is used as a means to exploit the worker's
surplus value does it become capital. Marx pointed out, '"The
Negro is simply a negro. Only under some conditions does he
become a slave. A spinning machine is a machine for spinning
cotton. Only under some conditions does it become capital.' (4)
Bourgeois economists insisted that the means of production is
capital. According to this reasoning, the stone implements and
wood clubs used by primitive man were capital. The purpose
of their fallacies was to conceal the class relations among peo-
ple with the relations among things, to conceal the nature of
capitalist exploitation, to negate the fact that capital is a his-
torical category, and to explain capitalism as eternal and ex-
1sting from time immemorial.

Marx pointed out in his analysis of the capitalist mode of
production that 'to produce surplus value and to make money
1s the absolute law of this mode of production." (5) This law
of surplus value is also the basic economic law of capitalism.
It reveals the objective purpose and nature of capitalism. There
Would be no capitalist production without the production of sur-
Plus value. All the activities of the capitalist are aimed at
SQueezing the sweat and blood from the worker for profit. The
Capitalist's greed for money is never satisfied and his thirst
for surplus value is never quenched. This is the nature of the
Capitalist. "The purpose of capital is not to satisfy needs, but
to produce profit." (6) '"Capital and its increase in value are
the beginning and the end of production and are the means and
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the end of production. " (7) The whole capitalist system 1s base
n the cruel exploitation of the worker by the capitalist. Cap1-ﬂ
tahsm is the evil system in which man exploits man.
To maintain the capitalist system and conceal the nature of j
capitalist exploitation, the bourgeoisie and their spokesmen |
eabricated all sorts of fallacies to deceive the masses. They
said that the suffering of the workers was due to their "bad
juck'' and that the wealth of the capitalist was a result of the1r
"diligence and thrift." These are all lies. The capitalist never -:'
works; how can he be "diligent"? He leads an extravagant and §
V11 life; how can he be "thrifty"? In the old society, the suffe
most of the products produced were expropnated by the capi- §
talist. In short, the poverty of the worker and the wealth of the$
capitalist arose from the same source. It was the capitalist |
exploitative system based on the capitalist’s private ownershlp

The Cruel Means by Which the Capitalists
Exploit and Oppress the Workers

The Rate of Surplus Value Reflects the Degree of
Exploitation of the Worker by the Capitalist

The capitalist is capital in disguise. His soul is the soul of
capital. The capitalist is a bloodsucker. He will not stop if |
there is still something left to be squeezed out of the worker.
To get more surplus value, the capitalist tries his best to in- }
Crease the exploitation of the worker. We can gauge the degre
of the capitalist's exploitation of the worker by the rate of sur
Plus value.

To understand the rate of surplus value as a gauge of the de-
sT'€€ of the capitalist's exploitation of the worker, we must un-?
derstand the different roles played by the means of production l
and labor power in the creation of value and in augmenting
value and the difference between constant and variable capital.

Means of production is consumed in the process of pI‘OductIO.:
and loses its original value in use. But its value is not lost.  }
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It is simply transferred to new products through the worker's
Jabor. But this transfer cannot add any new value. Therefore,
the part of capital which is used to buy means of production is
called constant capital. In contrast to constant capital, the part
of capital used by the capitalist to buy labor power is called
variable capital because the new value created by labor exceeds
the value the labor power received. Surplus value is the prod-
uct of the augmenting of variable capital.

Let us use "c" to denote constant capital, "v' for variable
capital, and "m" for surplus value. Then, the advance payment
for capital is ¢ + v and the total value of products is ¢ + v +
m. Since the value of ¢ is unchanged in the production process,
m is merely the result of the augmenting of v. So to indicate
the degree of exploitation of the worker by the capitalist, we
can ignore c and contrast only m with v. Then m /v is the rate
of surplus value. Using the above example of spinning, v is
three yuan, and m is also three yuan. The rate of surplus value
reflecting the degree of exploitation by the capitalist is thus
m/v, that is, 100 percent.

From the process of value-augmenting, we can see that the
labor time of a workday can be divided into two parts: one is
the value (wage) used to reproduce variable capital. That part
of labor time is needed for the sustenance of the worker and
1s called necessary labor time. The other part is used to pPro-
duce surplus value for the capitalist and is called surplus la-

bor. Therefore, the rate of surplus value can also be expressed
as:

rate of surplus value _msqrr;'plus value (m) __surpluslabor time

variable capital (v) ~ necessary labor time.

To Obtain Absolute Surplus Value
through Lengthemng Labor Time

The capitalist always tries to increase the rate of surplus
Value by increasing the exploitation of the worker. In order to
Increase the rate of surplus value, the capitalist generally
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resorts to lengthening labor time. Under capitalism, the labor :
time of a worker in a day is the sum of necessary labor and
surplus labor time. Under the condition of constant necessary |
labor time, the longer the labor time, the longer the surplus
labor time. If, in the beginning, the daily labor time of a worke §
is twelve hours, six hours of which are necessary labor time,

then six hours are surplus labor time. Now the capitalist ex-
tends the lapor time to fifteen hours. With necessary labor
time constant at six hours, surplus labor time becomes nine
hours, three hours more than before. Thus, the ratio between 3
surplus labor time and necessary labor time changes from six
to six to nine to six. And the rate of surplus value is increased "
from 100 percent to 150 percent. This surplus value produced
by the absolute lengthening of the daily labor time is called ab-
solute surplus value.
In old China, the working time of the worker was incredibly
long. The daily labor time was 15, 16 or even more than 18
hours. It was not unusual for a worker 'to see stars in the sky ﬁ;;;.;f;
before he went to bed late at night and to see stars when he had ;
to get up early the next morning. " Prior to liberation, the work
ers in San-t'iao-shih, Tientsin, had to work 357 days a year and §
about 20 hours a day. Reckoning on the basis of 8 hours a day, ‘“7
it was equivalent to working 893 workdays. One year's labor
was equivalent to nearly 3 years. To lengthen the labor time
of the workers, the capitalists thought up all kinds of restric- f
tions, such as 10 minutes for meals and registration before
going to toilets. They even resorted to the mean trick ot settmg
the clock back! The longer the worker's labor time, the longer §
the surplus labor time and the longer the absolute surplus value
obtained by the capitalist. Under the cruel exploitation of the
capitalist, this constant physical exhaustion severely strained
the worker, often resulting in early death. -
Though the lengthening of labor time by the capitalist to in-
crease exploitation is an easy method, it inevitably leads to
opposition from the worker. At the same time, the capitalist
cannot extend the work time to twenty-four hours a day because i
there is a physical limit to labor power expend1ture Thus, the |

.*Z ’ '-
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capitalist adopts another, more obscure method by shortening
the necessary labor time and thus lengthening the relative sur-
plus labor time to increase his exploitation of the worker.

To Extract Relative Surplus Value through
Shortening the Necessary Labor Time

How can the necessary labor time be shortened ? We know
that the necessary labor time is the labor time needed for the

reproduction of the value of labor power. And the value of labor

power is determined by the value of necessary means of liveli-
hood for the sustenance of the worker and his dependents. If
the capitalist adopts new techniques and new machines to in-
crease general labor productivity and thus reduce the value of
means of livelihood necessary for the reproduction of labor
power, then, even if the total daily labor time of the worker is
constant, the relative surplus labor time can be lengthened be-
cause the necessary labor time can now be shortened because
the value of labor power is reduced. Suppose the original nec-
essary labor time is six hours and the surplus labor time is
also six hours. Now, if the general labor productivity has been
doubled, the value of the means of livelihood necessary for the
worker and his dependents will be reduced by half, and the la-
bor time necessary for reproducing the labor power value will
also be shortened from six to three hours. And the surplus la-
bor time will be lengthened from six to nine hours, three hours
more than before. The ratio of surplus labor time to necessary
labor time changes from six to six to nine to three. The rate
of surplus value increases from 100 percent to 300 percent.
This surplus value created by the shortening of the necessary
labor time and the relative lengthening of the surplus labor
lime is called relative surplus value.

It must also be pointed out that the efforts of the individual
Capitalist to adopt new techniques and new machines to force
the worker to increase his labor productivity cannot reduce the
value of means of livelihood. Therefore, he cannot immediately
fulfill his aim of extracting relative surplus value. If this is the
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case, why does the capitalist adopt new techniques and new ma- ;;

chines ? The direct motive of the capitalist for adopting new
techniques and new machines is to reduce the individual labor
time for commodity production below the socially necessary
labor time, so that when he sells his commodities at values
determined by the socially necessary labor time he can get
more surplus value than other capitalists. The surplus value

resulting from lower individual labor time of commodities than §

the socially necessary labor time is called excess surplus la-

bor. But the capitalist who first adopts new techniques is not
likely to enjoy this excess surplus value for long because of

similar actions by other capitalists to share part of the excess

profit. When the new techniques and new machines have been
widely adopted and the general labor productivity elevated, the

value of commodities will come down. The gap between indi-
vidual labor time and socially necessary labor time leading to

excess surplus value will disappear. Excess surplus value will §
also disappear. However, as a result, general labor productiv- §

ity will have been elevated. The values of many commodities
will come down, and the means of livelihood constituting the
value of labor will be cheaper. The value of labor power will
be cheaper, and the necessary labor time will be shortened.

Consequently, the capitalist can extract more relative surplus
labor.

The greedy capitalist not only resorts to elevating labor pro- |
ductivity to increase his relative surplus value, he also resorts 3§
to shortening the necessary labor time by increasing labor in-

tensity to extract more relative surplus value. Marx said: "In
a sense, the elevation of labor productivity and the increase of

labor intensity serve the same function. They will increase the |

total production derived from a given period of time. Conse-
quently, they will shorten the part of the workday needed for

the production of the workers' own means of livelihood or other §

equivalents." (8) The capitalist quickens the operation of ma-
chines, raises the labor quota, and reduces total employment

but not total workload to increase the labor intensity of the
worker. The labor of the worker is ever more demanding.
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After one day's work, he is completely exhausted. Take the ex-
ample of the Shanghai Shen-hsin Yarn Mill. In 1933, 440 work-
ers were employed for every 100,000 spindles. In order to
compete with the Japanese-operated yarn mills and to get more
surplus value, the capitalists of this mill forced up labor inten-
sity by reducing the number of workers. In 1934, only 270 work-
ers were employed for 100,000 spindles. In the old society un-
der the oppression of the capitalist, the workers were so over-
worked that many became senile at age forty.

Depress Wages below the Value of Labor
to Extract More Surplus Value

The tricks adopted by the capitalist to exploit the worker are
numerous. He often depresses and deducts wages. When we
analyzed absolute surplus value earlier, we assumed that the
capitalist pays wages according to the value of labor power.

But the wages of the worker are often below the value of his
labor power. The capitalist tries his best to depress the work-
er's wages. Even though the worker's wages may barely be
enough for his sustenance, he still tries to make all sorts of
reductions to depress wages below the value of labor power so
that even a minimum level of subsistence cannot be maintained
by the worker. For example, there was a regulation in K'ai-
luan Coal Mine: forty -seven cents daily for the mule as fodder,
but not more than twenty-two cents daily for the miner in
wages. '""Men were inferior to mules." Also, in old China, many
plants had penal codes for the workers, with all sorts of fancy
items. Sometimes, the fine was even higher than the wage. For
€xample, emptying water indiscriminately was punishable; look-
ing out of the window was also punishable; assembling and as-
Sociating were even more punishable. All the fines finally ended
up in the capitalist's pockets as an additional source of income.

The capitalist employed a large number of women and child
laborers to engage in more cruel exploitation. With the employ -
ment of a large number of women and child laborers, the work-
er's wages were often reduced to below the value of labor power.
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The wages of women and child laborers were even lower. In
old China, women worked for more than ten hours daily, just
like men, but their wages were only two-thirds or half that of
men. The wages for child laborers were even lower, often only
half that of women. Some capitalists merely provided some
cheap meals with no money wage. The capitalist treated the
"young apprentices'' and the ''child laborers' as less than hu-
man. Marx pointed out that the capitalist "extracts silk out of
the blood of children who are so young that they have to be

helped to their workshop.' (9) Children in the growing stage
and at school age were underfed, underclothed, and tortured
by the capitalist. They were often beaten up and cursed. A
large number of child laborers perished under the cruel ex-
ploitation of the capitalist.

In capitalist society, the capitalist not only cruelly exploited
the worker, he also ruthlessly oppressed him. In old China,

many capitalists stipulated plant regulations to oppress the

worker. The tens or even a hundred penalty code items stripped

much of the worker's freedom. Examples were ''searching be-
fore and after work' and 'the management has the right to fire
workers." The plants were like prisons, and the workers were
like prisoners. Some capitalists even had military and police
forces stationed in the plant to oppress the workers.
Capitalism brought untold suffering to the worker. It is an
evil, exploitative system. But renegade Liu Shao-ch'i tried his
best to defend the capitalist exploitative system and advocated
that ""exploitation has its merits." He even said, '""Capitalist
exploitation is not only not evil, it has its merits." This is all
nonsense. Marx's theory of surplus value is the most eloquent
criticism of that so-called "'exploitation has its merits." Liu
Shao-ch'i and company's vain attempt to restore the capi-
talist exploitative system in socialist China could only expose
their evil countenance as the spokesmen of the bourgeoisie.
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Wages Conceal the Exploitative Relation
of Capitalism

wages Are a Disguised Form of the
Value or Price of Labor

In capitalist society, the worker toiled in the capitalist's
plant and earned wages from the capitalist. The worker re-
ceived a day's wages after he toiled for a day. He received a
week's wages after he toiled for a week. On the surface, it
looked as if all his labor had been compensated and that it was
an "equivalent exchange." In fact, the form of wages concealed
the exploitation of the worker by the capitalist.

Marx pointed out: "Wages are not what they appear to be.
They are not the value or price of labor, but a disguised form
of the value or price of labor power." (10) The wages advo-
cated by the capitalist as '"the value or price of labor'' are en-
tirely fictitious.

The key lies in the distinction between labor power and labor.
This "involves an extremely important question in political
economy." (11) Under the capitalist system, what is being sold
and bought as a commodity is labor power, not labor.

Why is labor not a commodity and why can it not be bought
or sold ? This is because, first, if labor is a commodity, it
should exist before it is sold, just like other commodities. But,

in fact, labor is the exercise of labor power. It does not exist
before it is sold. It exists only after it is sold and used in the
labor process. Also, once the worker's labor is hired out, it
no longer belongs to the worker himself. His labor belongs to
the capitalist. Second, if labor is a commodity, according to
the requirements of the law of value, it must be exchanged for
€quivalent value. Then the capitalist should pay the worker the
full value created by the worker as his wage and as payment for
the worker's labor. If this were the case, then the capitalist
would lose his source of wealth and surplus value would be

abolished. There would no longer be capitalism. Third, if la-
bor is a commodity, it should have a value. How should this
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value be determined ? We know that the value of all commodi-
ties is determined by the amount of embodied labor. If the
value of labor is also determined by the amount of labor, the

result is to evaluate labor with labor. This is a tautology.
From this we can see that labor is not a commodity. It has

no value. There is no such thing as "the value or price of la-
bor."

Under capitalism, the capitalist purchases labor power from
the worker, but not labor. The wage paid to the worker by the
capitalist is equivalent only to the value of the labor power.
The remainder of what the worker's labor creates over and
above the value of the labor power is surplus value which is
exploited by the capitalist. Therefore, the capitalist wage re-
flects the relation between the hiring capitalist and the hired
worker, between the exploiting capitalist and the exploited

worker.

The Downward Trend of the
Real Wage of the Worker

The capitalist usually pays wages in money form. When the
worker sells his labor power, he obtains a certain amount of

money. The wage expressed in money form is called the nomi-

nal wage. The amount of money cannot reflect the actual stan-
dard of living of the worker. The real standard of living can

only be reflected by the amount of means of livelihood purchas-

able by the money wage. This wage that reflects the real stan-
dard of living of the worker is called the real wage.

The nominal wage and the real wage are not always the same.
With the nominal wage held constant, the real wage can decline.

When the purchasing power of money declines and the prices

of the means of livelihood go up, the same amount of the nomi-
nal wage can only be exchanged for a smaller amount of means
of livelihood. Then the real wage falls. Sometimes even if the

nominal wage goes up a bit, but less than the increase in prices

of the means of livelihood, the real wage will stil] decline.
In capitalist society, there is a downward trend in the real

Capitalist Exploitation and Oppression of the Workers 73

wage of the worker. The bourgeoisie always use inflation, price
increases, and rent hikes to increase the gap between the nomi -
nal and the real wage and to exploit the worker.

In old China, "wages increased at a snail's pace while prices
went up like a balloon." To maintain their reactionary rule and
plunder the people, the Chiang [ Kai-shek | dynasty quickened the
operation of the money printing press. Inthe twelve years between
1937 and 1949, the issue of notes increased by 140,000 million times
and the price index increased by 8,500,000 million times. The
worker in old China had more than his share of suffering from
inflation. On the eve of the collapse of the Chiang dynasty, on
every payday ''the price of rice jumped three times while one
trudged across the street." In old China, the worker not only
was paid a low wage, but what he could buy with it was even
less. The wage was not worth a damn. It was almost impossi-
ble to support a family. Sometimes after strikes the nominal
wage might go up a little, but prices went up a lot more. The
lot of the worker was getting worse every day. What was even
worse, the rents were very high. Even a run-down thatched
shed cost a fortune. Marx and Engels pointed out, "After the
exploitation by the plant owner, another group of bourgeoisie —
landlords, proprietors, and pawn shop owners — were waiting
to take turns getting their shares from the worker's wages." (12)

The Working Class Struggles
against Capitalist Exploitation

The decline in the real wage reduced the majority of workers
to cold and starvation. The working class naturally rose to op-
pose capitalist exploitation.

The economic struggle which the working class undertook to
increase wages in order to protect their right to survive and
to oppose the cruel exploitation of the bourgeoisie was very
Significant. This was because it not only delayed the decline
of real wages, but it was also able to strengthen the unity of

the working class, elevate their class consciousness, and tem-
per their combat spirit. But we must not exaggerate the
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significance of economic struggle. Marx pointed out that the
working class '"should not forget: in this daily struggle they
are only opposing the effect, but not the cause that produces
this effect; they are only delaying the downward trend, not
changing the direction of the trend; they are only suppressing
the symptom, not curing the disease.' (13) Therefore, if the
working class wants an ultimate solution, it cannot limit itself
to economic struggles but must also extend from economic
struggles to political struggles, overthrow the reactionary rule
of the bourgeoisie, and demolish the capitalist exploitative sys-
tem.

However, all sorts of scabs advocated: It is only necessary
to engage in economic struggles. According to their fallacies,
there is no need for the working class to seize political power
through violent revolution and demolish the capitalist system.
It should be contented with a little wage increase and some im-
provement in working conditions. These fallacies peddled by a
handful of scabs were intended to vainly lead the proletarian
revolutionary movement to the stray path of bourgeois reform-

ism. They wanted the working class to serve as the capitalists' §

hired slaves forever. "Workers should not abide by the con-
servative motto 'a fair day's wage for a fair day's labor:’
They should write on their banner the revolutionary slogan:
'Do away with the system of hired labor!'" (14)
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Review_Problems

1. How does surplus value arise? Why do we ;ay that the
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production of surplus value is the nature of capitalist produc-
tion ?

2. What methods does the capitalist use to exploit and op-
press the worker ? |

3. Why do we say that the capitalist wage is merely a dis-
guised form of the value or price of labor power ?

4. Why do we have to learn Marx's theory of surplus value ?

How do we use Marx's theory of surplus value to criticize Liu
Shao-ch'i and company's viewpoint that "exploitation has its
merit" ?
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The Widening Gap between the Rich and
the Poor in Capitalist Society

Capital Accumulation and the
Impoverishment of the Working Class*

The capitalist tries his best to extract absolute and relative
surplus value and to convert it into capital for the exploitation
and oppression of the worker on a larger scale. This process
of converting surplus value into capital is called capital accu-
mulation. The analysis of capital accumulation makes us real-
ize why in the old society the capitalist who never labored was
getting richer and the toiling worker's lot was getting worse.
It helps us further understand why the expropriation of the ex-
propriator, the extinction of capitalism, and the inevitable tri-
umph of socialism cannot be reversed by any reactionary
forces and why the overthrow of the evil capitalist system is

the great historical mission of the proletariat.

Capital Accumulation Increases the
Exploitation of the Workers

Analyze Capitalist Simple Reproduction and Expose
the Lie That the Capitalist Supports the Worker

We said earlier that the conversion of surplus value expro-
priated by the capitalist into capital is capital accumulation.
Before we analyze capital accumulation, let us see what would

~ *Tgzu-pen-chu-i she-hui ti p'in fu yueh lai yueh hsuan-shu —
tzu-pen chi-lei ho wu-ch'an chieh-chi p'in-k'un-hua.
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happen if the capitalist spent the expropriated surplus value all
on himself instead of converting it to capital. Under this con-
dition, the production of the capitalist could not be expanded.
He could only carry on capitalist simple reproduction.

Suppose a capitalist started a plant with 10,000 yuan, of which
8,000 yuan was used to buy the plant building, raw materials,
and machine equipment (to simplify the example, suppose this
8,000 yuan of means of production was totally expended in the
year with its value transferred to the products) and 2,000 yuan
was used to purchase labor power. Further, suppose the rate
of surplus value was 100 percent. Then the value of annual
products would be equal to 8,000c + 2,000v + 2,000m = 12,000
yuan, of which, 2,000 yuan would be surplus value. If the cap-
italist spent this 2,000 yuan of surplus value on luxury con-
sumption for himself and his family dependents, the capital in
the capitalist’s hands at the beginning of the second year would
still be 8,000c +2,000v = 10,000 yuan. If there were no change
in the surplus value, the value of the second year's products
would still be 8,000c + 2,000v + 2,000m = 12,000 yuan. In the
course of reproduction, the scale of operation would not have
expanded, staying at the original level. This reproduction
based on the original scale is called simple reproduction.

What does capitalist simple reproduction explain ?

First, we can clearly see who supports whom in the capital-
1st society. If we look at it from one single production pro-
cess, it looks as if the capitalist supports the worker by ad-
vancing his capital as wages. This is how the capitalist puts
i1t. But, if we look at it from the reproduction process, the cap-
italist's lie is easily exposed. Wages are only part of the value
Created by the worker himself in the production process. In
the value newly created by the worker is included not only the
value for the support of the worker himself and the reproduc-
tion of labor power, but also the surplus value for the support
Of the capitalist and for his extravagant living. Therefore, it
1S not the capitalist who supports the worker. On the contrary,

1t is the worker who supports the capitalist.
Second, from the process of simple reproduction, we can see
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spend all the expropriated surplus value on personal consump -
tion. He must spare part of it for conversion into capital to buy
new machines and equipment and to hire additional workers be -

fore he can expand the scale of operation and realize expanded
reproduction.

Suppose the capitalist started out with 10,000 yuan, of which
8,000 yuan was constant capital and 2,000 yuan was variable
capital, and that the rate of surplus value was 100 percent.

When the production process was completed, the value of prod-
ucts would be 8,000c + 2,000v + 2,000m = 12,000 yuan. Fur-
ther, suppose that the capitalist used half of the 2,000 yuan of
surplus value for personal consumption and the other half for
accumulation to be converted into capital. If the proportion be-

tween constant capital and variable capital were kept constant,
then from this 1,000 yuan of new capital, 800 yuan would o0 into
constant capital, and 200 yuan into variable capital. In the sec-
ond year, the total amount of capital would be increased to
11,000 yuan. Its composition would be 8,800c + 2,200v +
2,200m = 13,200 yuan. Compared with the value of the first
year's products of 12,000 yuan, this capitalist realized ex-
panded reproduction.

From capitalist expanded reproduction, we can see that ex-
panded production can be carried out only because part of the
surplus value has been converted into capital. If, under the
condition of simple reproduction, the capital invested by the
Capitalist can be seen as converted from surplus value only af-
ter a period of time, then under the condition of expanded re-
production, the added capital can be seen as converted from
Surplus value right from the beginning.

Why does the capitalist not spend all of the surplus value on
his personal consumption but instead carry out capital accu-
mulation for expanded reproduction ? Some bourgeois econo-
mists explained capital accumulation as the virtue of "absti -
hence'' on the part of the capitalist, as if capital accumulation
by the capitalist were for the good of society as a whole and in-
volved a restraint of his consumption desire.

Marx exposed the nature of '"abstinence.'" Marx pointed out

that the capital of the capitalist is converted from surplus

value. Using our earlier example, this capitalist who started
out with 10,000 yuan spent 2,000 yuan on his personal consump-
tion. Thus, after five years, his initial capital would have been
completely spent. But, through simple reproduction, after five
years he still had 10,000 yuan as capital. This 10,000 yuan was
no longer the capital he started out with, but the sum total of

his continual extraction of surplus value in five years. Marx

said, '"Ignoring all accumulation, the simple continuation of the 3§
production process or simple reproduction would, after a longer
or shorter period of time, transform any capital into accumu-
lated capital or capitalized surplus value." (1)

Since the capital of the capitalist is converted from surplus |
value created by the worker, it is entirely reasonable that all
means of production expropriated from the capitalist should
belong to the proletarian state if the working class has seized
political power. This is merely taking back the wealth created
by the labor of the ancestors of the working class.

Finally, from the process of simple reproduction, we can
also see that capitalist reproduction not only reproduces vari-
ous commodities, but also reproduces the capitalist production
relations. In the process of reproduction, the worker continu-
ously produces the variable capital used for the purchase of
labor power. When the production process ends, the worker is 3
still an empty-handed hired laborer, and the capitalist still
possesses all the means for the exploitation of the worker.
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The Capitalist Expands Reproduction for the
Sake of Extracting More Surplus Value

We assumed above that the capitalist spent all the surplus
value on his personal consumption. Because of this, reproduc-
tion could only be carried on at the original scale. But, simple
reproduction is not the characteristic of capitalist production.

The characteristic of capitalist production is expanded re-
production. .

To carry on expanded reproduction, the capitalist cannot
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that the capitalist possessed "an absolute desire to get rich." (2)
The greed of the capitalist for surplus value is limitless. Sur-
plus value can be increased continuously only if the capitalist

continuously accumulates capital, increases the amount of cap-

ital, and expands the scale of production. At the same time,
capitalist competition also forces him to accumulate capital.
Whoever has more capital is in an advantageous position with
respect to the addition of equipment, the purchase of raw ma-
terials, and the adoption of new techniques. He is also more
likely to increase labor productivity and to depress the indi-
vidual labor time of a commodity below the socially necessary
labor time, so as to triumph in the competition. If the reverse
were the case, he would fail in the competition and be swal -
lowed up by the bigger capitalist. Competition becomes a
source of pressure on every capitalist. The fear of failure and
bankruptcy in competition forces the capitalist to engage in
capital accumulation to strengthen his competitive power.
"Competition transforms the internal law of capitalist produc-
tion into a coercive external law governing every capitalist.
Competition forces the capitalist to maintain his capital by ex-

panding it continuously. And he expands his capital by progres- :

sive accumulation." (3)

It can be seen that it is not "abstinence' but greed and fear
which motivate the capitalist to convert part of the surplus
value extracted from the worker into capital. The more the
capitalist exploits, the larger the accumulated capital. The
larger the accumulated capital, the more surplus value can be
exploited. Therefore, capital accumulation is not only a result

of the exploitation of the worker, but also a means by which the

capitalist extends and expands his exploitation of the worker.

The Unemployment of Workers Is the Inevitable
Result of Capital Accumulation

The Increase in the Organic Composition of Capital
Leads to the Expulsion of the Worker by Machines

The process of capital accumulation is not only a process of
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increasing the total amount of capital. In this process, there is
also the change in the composition of capital and the consequent
adverse effect on the proletariat.

From the material side, the composition of capital is ex-
pressed as the proportion between means of production (plant,
machines, equipment, raw materials) and labor power. There
is a definite relation between the amount of means of production
purchased and the number of workers employed. For example,
there is a definite number of spindles a worker can manage
using a certain amount of cotton each day. The level of this
proportion depends on the technological level of production in
society, the characteristics of various production spheres, and
the degree of mechanization. It also depends on the technical
equipment of various enterprises. Therefore, we can call this
proportion the technical composition of capital.

The composition of capital can also be viewed from the value
viewpoint. The value of means of production is expressed as
constant capital, and the value of labor power is expressed as
variable capital. The proportion between constant and variable
capital is called the value composition of capital.

There is a close relation between the technical and value
composition of capital. In general, the value composition of
capital varies with the technical composition of capital. ""The
value composition of capital, which is determined by the tech-
nical composition of capital and which reflects its change, is
called the organic composition of capital." (4) The formula for
the organic composition of capital is ¢ :v. For example, sup-
pose a capitalist has 10,000 yuan, of which 8,000 yuan is con-
stant capital and 2,000 yuan is variable capital. Then the or-
ganic composition of capital is 8,000c : 2,000v, that is, 4: 1.

In the course of the development of capitalism, the organic
Composition of capital is not constant. To extract more sur-
Plus value and to gain an upper hand in competition, the capi-
talist must improve the technical equipment of the enterprise
by substituting machines for hand labor or new machines for
f)ld machines. Thus, the capitalist must increase his capital
11 machine equipment. The substitution of machines for labor




82 Fundamentals of Political Economy

enables the worker to produce even more products in a given
period of time with an even higher consumption of raw mate-
rials. The capitalist must also increase his capital for the pur-
chase of more raw materials. Thus, with the continual accumu-
lation of capital, the proportion of constant capital in the total
capital constantly increases. On the other hand, the proportion
of variable capital gets smaller all the time, leading to an in-
crease in the organic composition of capital.

In general, the precondition for the increase in the organic
composition of capital is the increase in individual capital. Cap-
ital can be increased in two forms: one is by capital accumula-
tion, that is, an increase in the total amount of capital by the
accumulation of individual capital; the other is by capital con-
centration, that is, the absorption of small capital by big cap-
ital through competition or the merger of several companies
into a joint-stock corporation so that capital that was once
scattered is concentrated into larger capital. Capital accumu-
lation and capital concentration inevitably increase the organic
composition of capital.

The increase in organic composition of capital has serious
repercussions for the working class. If the organic composition
of capital is constant, the accumulation of capital will increase
the corresponding demand for labor power. That is, it will cor-
respondingly increase the employment opportunities of the
worker. But after the organic composition of capital is in-
creased, the result of capital accumulation is no longer the
same. It can increase the total demand for labor power. But
this increase will be much smaller than the increase in con-
stant capital. Under certain conditions, the total demand for
labor power may even be lower than before. This is because
the demand for labor power does not depend on the size of total
capital but on the size of variable capital. For example, when
the organic composition of capital is 4:1, it means that for ev-
ery 100 yuan of total capital, 20 yuan can be used for hiring
workers. But when the organic composition of capital is in-
creased to 9:1, it means that for every 100 yuan, only 10 yuan
is available for hiring workers. Thus, even if the total capital
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increases from 10,000 yuan to 15,000 yuan, the amount of vari-
able capital decreases from 2,000 yuan to 1,500 yuan. This
demonstrates that the increase in the organic composition of
capital reduces employment opportunities for the worker. In
the capitalist society, the working class creates machines. But
when the machines are used by the capitalist, a large number

of workers are displaced and unemployed. The adoption of sew-
ing machines by the capitalist led to the unemployment of many
sewing workers. The adoption of packing machines led to the
unemployment of many packing workers. The adoption of type-
setting machines led to the unemployment of many typesetting
workers. In the development process of capitalism, with the
improvement in techniques and the increase in the organic com-
position of capital, employment opportunities for the laborers
are correspondingly reduced and unemployment increases.

This is called the expulsion of workers by machines.

Relative Surplus Population Is the Inevitable
Outcome of Capital Accumulation

The increase in the organic composition of capital relatively
reduces the demand for labor power. But in the course of cap-
ital accumulation, the supply of labor power increases abso-
lutely. With the development of capitalist production techniques
and the widespread adoption of machines, many labor operations
were so simplified that many women and children could join the
ranks of hired labor. At the same time, in the course of capital
accumulation, a large number of small commodity producers
and small capitalists went bankrupt and had to sell their labor
Power to support themselves. The development of capitalism
in the countryside also brought bankruptcy to a large number
of peasants who flocked to the city to earn their living. All
these factors contributed to an absolute increase in the supply
of labor power.

Thus, on the one hand, the demand for labor power was re-

fiuced relatively. On the other hand, the supply of labor power
INcreased absolutely. In the end, there always exists in the
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capitalist society a large body of unemployed, resulting in a
relative surplus in population.

The so-called relative surplus population is "'surplus' only
in relation to the capital demand for it. It does not imply
that the population is in absolute surplus such that it can no
longer be supported by the means of livelihood produced by so-
ciety. In fact, there is no such thing as an absolute population
surplus because a person not only has a mouth that can con-
sume food grain, but also two hands that can create certain
material wealth. Once the laboring masses control their own
destiny, they can advance toward the depth and width of produc-
tion to create ever more means of livelihood for a more diver- j
sified life. Only in the capitalist society, where the laborers
cannot control their own destiny and the machines created by
them are used as capital, are the workers displaced as relative
surplus population. Therefore, Marx called the relative sur-  §
plus population an outcome of '""a special law of population under
the capitalist mode of production." He pointed out, "Surplus |
worker population is an inevitable outcome of accumulation or
the development of wealth on the capitalist basis." (5)

There are three basic forms of surplus population in the cap- &
italist society: ]

First, mobile surplus population. This refers to the unem-
ployed population which has been temporarily displaced in the
production process. This kind of unemployment is most com -
mon in industrial centers. In time of crises and after new ma-
chines and new techniques are adopted, some workers will be
displaced. But in time of recovery and when industry further
develops, many of these unemployed workers will be absorbed
back into iactories. Very few workers in capitalist countries
can escape from unemployment at one time or another. Most
people are employed off and on.

Second, disguised surplus population,that is, surplus popula-
tion in the countryside. After agricultural production has be-
come capitalist and with the increase in the organic composition “
of capital, the demand for agricultural workers decreases i
steadily. Moreover, in agriculture this displacement of labor
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power is absolute. Unless new land is reclaimed, no additional
labor power can be absorbed. Some of the laborers displaced
by capitalist agriculture drift to the city. Others still cling to
a small piece of land and barely support themselves by inten-
sive cultivation and doing odd jobs. They may not be unem-
ployed in form, but they are actually surplus in agricultural
production. This is called disguised surplus population.

Third, static surplus population. These people perform house-
hold chores and do odd jobs. Though still belonging to the cur-
rent labor force, their jobs are not stable. Their jobs often in-
volve long hours and low wages. Their standard of living is de-
pressed below the average level for the working class.

In the capitalist society, in addition to the above three Kkinds
of surplus population, there is a large number of very poor
people who depend on welfare and begging for their livelihood.
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