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MARX ON SUPPLY, DEMAND AND EQUILIBRIUM 
Both on the question of relations of money to the value of 
metal and in his demonstration that the cost of production is 
the sole factor in the determination of value Mill succumbs 
to the error, made by the whole Ricardo school, of defining 
an abstract law without mentioning the fluctuations or the 
continual suspension through which it comes into being. 
If e.g. it is an invariable law that in the last analysis – or 
rather in the sporadic (accidental) coincidence of supply and 
demand – the cost of production determines price (value), 
then it is no less an invariable law that these relations do not 
obtain, i.e. that value and the cost of production do not stand 
in any necessary relation.  
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Indeed, supply and demand only ever coincide momentarily 
thanks to a previous fluctuation in supply and demand, to 
the disparity between the cost of production and the 
exchange value. This is the real movement, then, and the 
above-mentioned law is no more than an abstract, 
contingent as one-sided moment in it. 
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A FEW THINGS WHICH MARX EXPLAINS AND ECONOMICS 

CANNOT 
 Why does technical progress produce social regress? 
 Continuous scientific revolution 
 Permanent unemployment 
 Regular cyclic crisis 
 Mechanisation increases the intensity of use of labour 
 Growing inequality between nations 
 Growing polarisation of incomes in all countries 
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CASSIDY (NEW YORKER SEPTEMBER 1997) 
Many of the contradictions that he[Marx] saw in Victorian 
capitalism and that were subsequently addressed by 
reformist governments have begun reappearing in new 
guises, like mutant viruses.... He wrote riveting passages 
about globalization, inequality, political corruption, 
monopolization, technical progress, the decline of high 
culture, and the enervating nature of modern existence 
issues that economists are now confronting anew, 
sometimes without realizing that they are walking in 
Marx's footsteps.  
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BREWER (HISTORY OF POLITICAL ECONOMY 1995) 
By any normal standard, he should not be accorded a 
significant position in the history of economics at all. It is 
not just that his ideas are not to be found in modern 
textbooks, but that they were never seriously discussed by 
mainstream economists, either during or after his lifetime. 
So, for example, the index to Alfred Marshall’s Principles 
of Economics which effectively defined the subject for the 
English-speaking world for many decades, contains only 
three references to Marx. Two deal with ‘his 
misunderstanding of Ricardo’ and the other is to a passing 
comment in an appendix….the neglect of Marx’s work by 
the mainstream has been so complete and so visible that it 
would be a waste of space to document it. 
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ORMEROD (DEATH OF ECONOMICS) 
Economists from the International Monetary Fund and the 
World Bank preach salvation through the market to the 
Third World … Yet economic forecasts are the subject of 
open derision. Throughout the Western world, their 
accuracy is appalling. Within the past twelve months alone, 
as this book is being written, forecasters have failed to 
predict the Japanese recession, the strength of the American 
recovery, the depth of the collapse in the German economy, 
and the turmoil in the European ERM.  
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PRITCHETT (ECONOMIC JOURNAL SEPTEMBER 1997) 
From 1980-1994 growth per capita GDP averaged 1.5 per 
cent in the advanced countries and 0.34 percent in the less 
developed countries. There has been no acceleration of 
growth in most poor countries, either absolutely or 
relatively, and there is no obvious reversal in 
divergence...taken together, these findings imply that 
almost nothing that is true about the growth rates of 
advanced countries is true of the developing countries, 
either individually or on average.” (Pritchett 1997:14) 
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SCHUMPETER (HISTORY OF ECONOMIC IDEAS) 
A science is any field of knowledge in which there are 
people, so-called research workers or scientists or scholars, 
who engage in the task of improving upon the existing stock 
of facts and methods and who, in the process of doing so, 
acquire a command of both that differentiates them from the 
‘layman’ and eventually also from the mere ‘practitioner’. 
Since economics uses techniques that are not in use among 
the general public, and since there are economists to 
cultivate them, economics is obviously a science within our 
meaning of the term 
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THE ECONOMIST (AUGUST 1997) 
Crucial ideas about the role of prices and markets, the basic 
principles of microeconomics, are uncontroversial among 
economists. These are the first ideas that politicians and the 
public need to grasp if they are to think intelligently about 
public policy. 
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JOAN ROBINSON 
On the plane of theory the main point of the ‘General 
Theory’ was to break out of the cocoon of equilibrium and 
consider the nature of life lived in time, the difference 
between yesterday and tomorrow, here and now, the past is 
irrevocable and the future is unknown. This was too great a 
shock....In the Keynesian theory after the war this simple 
point is lost. The whole of Keynes’s argument is put to 
sleep. Keynes is smothered and orthodox equilibrium theory 
is enthroned once more.’  
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MARY MORGAN (THE STAMPING OUT OF PROCESS 

THEORY IN ECONOMETRICS) 
There was no obvious intellectual victory in the debate, yet 
there is no doubt that process analysis was effectively 
squashed out of econometrics. (Mary Morgan 1994:225) 

 
WEINTRAUB (CITED IN KALDOR, ‘ECONOMICS WITHOUT 

EQUILIBRIUM’) 
In the history of ‘equilibrium’, empirical work and the idea 
of falsification plays no role at all  
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DIFFERENTIAL RENT 2 
According to its mode of formation, differential rent can 
develop along with a stationary, rising or falling price of the 
agricultural product. In the case of a falling price, the total 
production and the total rental may rise, so that rent is 
formed on what was previously non-rent-bearing land, even 
though the worst soil A has been displaced by better, or has 
itself been improved, and even though the rent on other 
better types of soil and even on the best types, falls…in this 
way we can abandon the erroneous conception of 
differential rent which still prevailed with West, Malthus 
and Ricardo and which assumed a necessary progression to 
ever worse soil, or an ever declining agricultural fertility… 
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from the beginning to the middle of the eighteenth century, 
England saw a steady fall in grain prices, despite the falling 
price of gold and silver, alongside a simultaneous growth in 
rents (taking the period as a whole) in the total rent, in the 
extent of land cultivated, in agricultural production and in 
population. This corresponds to Table I, combined with 
Table II [in which further extensions are made at the 
margins by both farmers A and farmers B -AF] in an 
upward direction, but in such a way that the worst soil A is 
either improved or taken out of cereal cultivation. (Marx 
1981:798) 
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THE MECHANISM OF TECHNICAL SUPERPROFIT 
 

Producer Constant capital Variable capital Output 
P1 $10,000 $4,000 10 
P2 $2,500 $1,000 5 
Society as a whole $12,500 $5,000 15 (sells for $22,500) 

Table 1: Formation of social value with two techniques of production 

 
Producer Constant 

capital 
Variable 
capital 

Output Sales Value 
added 

Profit 

P1 $10,000 $4,000 10 $15,000 $5,000 $1,000 
P2 $2,500 $1,000 5 $7,500 $5,000 $4,000 
Society  $12,500 $5,000 15  $22,500 $10,000 $5,000 

Table 2: differential technical rent with two techniques of production 
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Period C (use-value) L (use-

value) 
Produces X (use-value) 

1 10 10  12 
2 12 10  15 
3 15 10  20 
4 20 10  28 
   Table 3: use-value, maximum expanded reproduction 

Period v C hours L hours Equals X hours 
1 5 50 10 = 60 
2 3.33 40 10 = 50 
3 2 30 10 = 40 
4 1.25 25 10 = 35 
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  Table 4: simultaneous values 

‘Standard’ conclusions 
Conclusion 1: values are directly determined by the use-
value structure of the economy.  
Conclusion 2: organic composition falls, and the rate of 
profit rises, with technical progress.  
Period C (use-

value) 
X (use-value) X – C (use-

value) R = 
X-C

C   

1 10 12 2 0.2000 
2 12 15 3 0.2500 
3 15 20 5 0.3333 
4 20 28 8 0.4000 
 Table 5: physical profit rate 
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Stranger conclusions: 
Conclusion 3: values so defined cannot function as 
prices.  Product at end of period 1 is sold for 5 hours per 
unit. Used as an input in period 2, it is bought for 31/3 hours 
per unit.  
Conclusion 4: the value added to the total product is not 
equal to the time worked. At the beginning, we had 50 
hours worth of input. Consider the combined effect of 
periods 1 and 2. No product was consumed except in 
production. Living labour added 10 hours in each period, 
20 altogether. We should have 70 hours worth of product. 
But we only have 50. 20 hours have been lost.  



83-citas-slides.doc Slide 18 19/04/22 

Conclusion 5: the value added depends on the length of 
the period: Double the accounting period by amalgamating 
periods 1 and 2: 22 units of C combined with 20 units of 
labour produce 27 units of output giving v = 4. Now 20 
hours have been added to the product.  
Conclusion 6: value can be created from nothing. 
Suppose a decrease in productivity: inputs will be greater 
than the output of the last period. The greater the decrease, 
the more value from nowhere 
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MONETARISING THE SIMULTANEOUS VALUE CONCEPT 
Define e to be the ratio between dollars and hours:  
e0 = 1 
e1 = 60/40 = 1.5 
e2 = 60/40 × 50/30 = 2.5 
e3 = 60/40 × 50/30 × 40/25 = 4 
table of money transactions in this money, thus: 

Period $p per unit $C $L Equals $X 
1 5 50 10  60 
2 5 60 15  75 
3 5 75 25  100 
4 5 100 40  140 

Table 6: corn-money; monetarising simultaneism 
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Temporal: calculate v1
 as: 

 10v0 + 10 = 12v1 
that is 10 × 5 + 10 = 12v1 
giving  v1 = 5 
 12 × 5 + 10 = 15v2 
giving  v2 = 42/3 

Distinct value rate of profit 
Period v (hours 

per unit) 
C hours L 

hours 
X (use-
value) 

X hours X–C 
hours R= 

X-C
C   

1 5 50 10 12 60 10 0.2000 
2 42/3 60 10 15 70 10 0.1667 
3 4 70 10 20 80 10 0.1429 
4 33/14 80 10 28 90 10 0.1250 

     Table 7: temporal values 


