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This basic argument can be schematically represented as infigure |,
Profits are pictured as the outcome of a plurality of causes. Some may
be more important than others in the sense that their typical range of
variation produces greater variation in profits, but since they are g
pertinent necessary conditions for profits, none of them can be give
privileged status.

This position has been argued at length by Cutler et q/. 5 They insist
that it is theoretically arbitrary to see any determinant of profits as
the ‘origin’ of profits: ‘If one does not seek a single, genera]
determinant of profits—rejecting both Marxist and Orthodox gen-
eral accounts of their origin and accepting that the profits capitalist
enterprises actually make have no single ““origin” (that they cannot
be ascribed to any one category of agents or factors in the production

process, and are the product of many determinations)—then there 18
N0 a priori reason to conceive exchange in this way’ (Le., conceiving
exchange as an equation of equal quantities of labour).5 This is not to
suggest that the amount of surplus labour performed within produc-
tion has no effects on profits, but simply that surplus labour has no
privileged status in the analysis of profits. Since surplus labour is
always performed in conjunction with specific technologies, activities
of capitalists, divisions of labour, and other factors, profits can only
be theoretically understood as anoutcome of the total process as such

rather than of any of the elements within that process: ‘If it is

recognized that the agency of transformation
the complex process (including each of its necessary elements,
machines, the collective labourer, techniques and knowledges) then
the resulting product can be ascribed only to the process itself (and to

all its effectiveness in combination) and not to |
alone.’?

n

of the raw material is

abour or labour-time

¢jection of all general causal doctrines: ‘What we
are challenging is not merely the economic monist causality of Marxism, but the very
pertinence of all such general categories of causality and the privilege they accord to
certain orders of causes as against others’ (p. 128). It would seem appropriate to
designate their position a ‘causal-pluralist’ account of profits, but since causal-
pluralism would itself count as a ‘general doctrine’ of causation (i.e., the doctrine that
there are never privileged determinants), it is more appropriate to designate their
position as simply an agnostic one.

°Cutler et al., Marx’s ‘Capital’ and Capitalism Today, 1, p. 19.
71bid., p. 44.
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The logic of this analysis rests on two premisses. First, a mathema-
bout a process of
hematical derivation is viewed as a kind of thought-
hich replicates, in thought, a set of real conditions that
social world. If the
s used to frame this derivation are reasonable, then a
a redundant step in the
argument is bolstered

by a behavioural argument about the nature of the choices and
decisions of the actors within the process being studied. Since the
ke choices based on the real wage and on the

actors themselves ma
technical conditions of production, and since these conditions are

sufficient to provide 2 derivation of the magnitude of profits, the
mathematical argument can be interpreted as linking the behaviours
of real people to the structural outcome (profits).

Itis important to note that this perspective on profit determination
does not argue that the socio-technical conditions of production and
the real wage rate alone provide a full theory of profits, but only that
they are the proximate causes of profits. Class struggle, for example,
can still play a pivotal role in the dynamics of profit determination, in
the form of struggles over both the technical conditions of production
and the real wage. An example of the former would be struggle within
production over the introduction of new machines; struggles within
the labour market, of course, shape the real wage.

The critical point of the model is not to collapse the theory of
profits into a simple two-factor account, but rather to argue that

other causes have their effects on profits by virtue of their effects on

real wages and technical conditions. Thus, class struggles which have
no effects on either of these factors could not have effects on

aggregate profits.

Marxist Accounts

Traditional Marxist accounts share with Sraffian accounts a commit-
ment to organizing the multiple determinants of profits into an
ordered structure of determination. But they differ in assigning a

privileged status to surplus labour (in the form of surplus—value)“’

10 For convenience in this discussion I will not constantly re
the form of surplus-va

fer to ‘surplus labour in

lue’, but simply to ‘surplus-value’. Surplus labour is ap-
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within the structural model of determination: in Marxist theory, reg]
wages and technical conditions _f production have their effects op
profits by virtue of their effects on the creation of surplus-valye,
Other causes of variation in profits may be two steps removed from
the final outcome. The weather, for example, may influence profits by
virtue of its influence on socio-technical conditions and real wages;
these, in turn, influence profits by virtue of their effects on surplus-
value. This basic model is illustrated in figure 3.

In this account, changes in the mix of commodities in the rea] wage
or changes in the socio-technical conditions of production that have
no consequences for the amount of surplus-value could have no
effects on the total amount of profit. Only insofar as they influence
surplus-value can they affect aggregate profits. It is by virtue of this
strategic location within the process of profit-determination that
Marxists have referred to surplus-value as the ‘origin’ of profits.

The various critical discussions of the labour theory of value based

on the work of Sraffa and others have demonstrated that, stated in-

this simple way, the model in figure 3 is simply incorrect. It can be
shown, for example, that where there are choices of techniques of
production, it is possible to increase (or decrease) the total magnitude
of profits even if there are no changes in the amount of total surplus-
value produced. At least at first glance, this would seem to invalidate
the model of determination in figure 3 in favour of that presented in
figure 2.

Infact, it is possible to recast slightly the model of determination in
the traditional Marxist theory so as to preserve the central point of
the theory and yet accommodate these objections. In order to do this,
however, it is necessary to move beyond the simple notion of
homogeneous determination expressed in the models so far, and
replace it with a more complex notion of causation, one in which

propriated by dominant classes in all class societies, but it only takes the form of
surplus-value in capitalist ones. It should be noted that even in capitalist society some
surplus labour is performed which is not represented ag surplus-value (e.g. by wage-
earners in state bureaitcracies, in which no commodities are produced but surplus
labour may still be performed). It is only that surplus labour which is performed in
productive sectors of the €conomy and thus embodied in commodities as surplus-
value that constitutes the basis of profits within Marxist theory. For simplicity,
therefore, I will generally refer directly to surplus-value in this exposition.
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technical conditions of production and the real wage have a selection

effect on profits. This means that if we were to hold constant the

amount of surplus labour performed (i.e. the amount of surplus-
value), and were to vary the techniques of production or the real wage

+ (with the constraint that such variation would not affect the amount

of surplus labour), we could in fact alter total profits, but only within
the determinate Jimits.}® Surplus-value, then, would remain the
‘origin” of profits, not in the sense that it is the only determinant of
profits, but in the sense that the effectivity of all other determinants of
profits occurs either by virtue of their effects on surplus-value or
within limits established by surplus-value.

Figure 5 illustrates the outcome of this limiting process (the shape
of the limits is arbitrary in this diagram). For any given amount of
surplus labour performed in production, there is an upper and lower
bound on the amount of profits produced. The amount of surplus-
value, then, constitutes the explanation of those levels of profits that
are impossible; the socio-technical conditions of production and the
real wage explain—‘predict’——which of the many possible levels of
profits actually occurs.

This interpretation of surplus-value as setting the limits on possible
profits may not, initially, seem very intuitive. How can it be, in the
real world (as opposed to in the mathematics), that the amount of
surplus-value places bounds on possible profits? One possible way of
looking at this is to see the range of possible profits within those
bounds as a consequence of the social process by which values
(labour times) are transformed into prices. It has often been
remarked that under conditions where there is the same ‘organic
composition of capital in all economic sectors (i.e., where the

Morishima, is positive’ (p. 204). Positive surplus labour, therefore, generates positive
profits. Since any productive technology has a finite maximum possible profit for given
levels of inputs, therefore for a given level of surplus labour (surplus-value) the
maximum profit will be positive and finite. This implies that as surplus labour is
increased, maximum possible profits also increase.

13 This argument does not concern the problem of how capitalists actually make
their choices among techniques. Capitalists certainly do not in any sense ‘hold
constant’ the amount of surplus labour. The argument here is about a structural
constraint on the possible effects of various choices which capitalists make, regardless
of how they actually make their decisions. That is, the maximum possible profit which
a capitalist can obtain by trying to change techniques of production is limited by the
amount of surplus labour generated in production.
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conditions of production aré the same, expressed in labour-
value terms), prices will be directly proportional to values and thus
d lower bound on profits will coincide. Under these

the upper an
conditions, figure 4 is reduced to figure 3, and the profit/surplus-

labour relationship in figure 5 collapses into a single line.

Under normal conditions, of course, the organic compositions of
capital are not the same in all sectors, and thus there will be a
systematic pattern of deviations of prices from values. In sectors with
high organic compositions of capital (€& petrochemicals),‘prices

will be above values; in sectors with low organic compositions (&-&-
textiles), prices wi

1l be below values. Since there is 1o necessary
reason for positive deviations and negative deviations to exactly
palance out in the aggregate (even in an ‘eq

uilibrium’ situation), the
quantity of actual aggregate social profits will depend upon the
specific distri

butions of such deviations. In these terms, the upper and
lower bounds in figure 5 can be viewed as defining the maximuim
possible positive and negative aggregate deviations of prices from
yalues that can be generated through the process by which value
magnitudes are transformed into actual prices.

In this way of posing
he transformation ‘problem’ is understood as 2
transformation ‘process’, real process that occurs in the world and
has real effects on the actual levels of profits. The total amount of
surplus labour performed defines the limits of what can be converted

into profits through this transformation process; the actual distri-
bution of organic compositions of capital in the economy determines
the actual profits which will be obtainable within these limits.**
Two major objections could be raised to the model of determi-
nation in figure 4: (1) since surplus-value is itself determined by the
socio-technical conditions and the real wage, it plays no autonomous
role in the process and is thus still ‘redundant’; (2) 1t is arbitrary to
claim that surplus-value establishes the basic limits on the outcome,
since if any ‘factor of production’ is held constant, there will be an
upper limit to profits. The first objection basically misses the point of
the model. The argument is not that surplus-value is an autonomous

the question, t

sue has nothing to do with the problem of
he commodities which embody

141t should be noted that this is
‘realization’ of surplus-value, ie., of actuallyselling t

that surplus-value.
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cause of profits or a primal cause, an ‘unmoved mover’ in the profit

determination process. On the contrary, it is precisely because

surplus-value is an endogenous factor within that process that it can
be viewed as a privileged determinant. This point is much simpler if
we look at figure 3, the model of determination which would hold if
organic compositions of capital were the same in all sectors of the
economy. In this model, surplus-value is still seen as entirely a
consequence of the socio-technical conditions of production and the
real wage. But here we can see that these two factors have their effects
on profits only by virtue of their effects on surplus-value. You could
change the real wage and technical conditions as much as you like,

but if those changes did not affect the quantity of surplus-value, then

the amount of profits would remain unchanged. Surplus-value,

therefore, is the fundamental source of profits in figure 3, in the sense
that changes in surplus-value are the necessary and sufficient
conditions for changes in profits,

The fact that the model becomes more complex in figure 4 does not
change this basic relationship. Changes in surplus-value are no longer
sufficient conditions for changes in actual profits, but they remain
necessary and sufficient conditions for changes in the /limits on
possible profits.

The second objection raises a different sort of problem. Certainly,
given the actual availability of resources,
production becomes severely restricted, then the maximum amount
of profits that is possible in practice could be less than the maximum
specified in figure 5. Shortages of specific resources can therefore
impose narrower real limits than the amount of surplus labour
performed in production. F urthermore, absence of or restriction ona

source of raw materials could make it impossible to increase actual
productive labour and hence surplus-value and profit. These observ-
ations may give rise to the argument that, from the point of view of
the formal calculation of limits, it is arbitrary to base those limits in
labour rather than in any other factor of production. In practical
terms, non-labour limits may have a more constraining effect on
profits than labour limits (e.g., in an energy crisis).

Ultimately, to answer this objection we must move beyond the
simple model represented in figure 4. The reason for selecting surplus-
value as the pivotal limiting process is not because in every situation

if a particular input to
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Figure 4 does not, by itself, illustrate this broader theoretical
structure. In the first place, class struggle does not explicitly appear in
lly reincorporated for this model to

the model as it stands is rather

in the sense that the determinations all run in one
s no mechanism internal to the model for
he model themselves. A Marxist theory
unt of the ‘variables” which
thin which profit

serve as a guide for research. Secondly,

undialectical,

restructuring the elements int
of profits must not simply be an acco
determine profits, but of the total social process wi

determination represents one particular aspect.
In order to make the model more dialectical in this sense, we need

to introduce one additional mode of determination: transformation.
This is a mode of determination in which the practices of individuals
and classes act to restructure (transform) elements within a social
process. The very concept of ‘practice’ within Marxist theory must be
understood in terms of transformation as a relation of determination:
practices are activities through which nature, social relations, and
experiences are transformed. Like ‘selection’, transformation rela-
tions occur within structurally defined limits; not every transform-
ation is possible at any given moment in the history of a social
structure. Transformations differ from selections in involving the
conscious activities of classes and individuals rather than simply the
relations between structural elements.!’

With this understanding of transformation, we can now further
extend the model of determination to include class struggle and class
structure. This model is presented in figure 6. Within this model,
forms of class struggle act as transformation determinants of real
wages within limits established by the underlying socio-technical
conditions of production. Given those technical constraints, only
certain transformations of real wages are possible. Similarly, class

relations, are the decisive social
ot simply analytical conventions.
] limits on possible profits, not simply analytical
limits (although actual profits may generally fall well within those limits). The model of
profit determination in figure 4, therefore, provides a way of linking these two

categories within a theory of profit determination.
17 For a more extended discussion of transformation as a mode of determination, see

Wright, Class, Crisis and the State, pp. 21-3.

ed in terms of production
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ay) and on the real

wage of workers. This is one of the distinctive features of capitalism.
n pre-capitalist modes of production class struggles were directly
struggles over surplus labour, i.e., over that portion of total social
labour which was appropriated by the dominant class. This was
particularly true when such appropriation took the form of forced
labour. In capitalism, precisely because the performance of surplus
labour is disguised through the exchange process and the organiz-
ation of production as a capitalist labour process, class struggles are
never over surplus labour as such.
If the model in figure 6 is correct, however, it is still the case that
class struggles have their most decisive impact on profits by virtue of
their effects on surplus-value. As We shall see later on in this paper, this
has very important implications for the kinds of empirical research
agenda which this model generates.
The model as it stands is underdeveloped in a number of respects.
First of all, there are critical elements which are totally absent from
the model: the state, forms of class organization, ideology, etc.
Particularly in assessing the relationship between class structure and
class struggle these additional elements play a central role.*®
Secondly, there are a number of connections between the elements in
the model which have not been specified. For example, profits
probably have a selective effect on technical conditions of production
even apart from their impact via class struggle, since a given level of
profits makes possible certain kinds of innovations and not others.
The connections appearing in the model, therefore, do not exhaust
the possible linkages between elements. Finally, the model itself does
not put any concrete content on the various relations of determi-
nation, though it does indicate their general character. There is no
indication, for example, of how narrow or broad the limits of profits
imposed by surplus-value actually are. There isno specification of the
actual range of possible real wages imposed by the socio-technical
conditions of production, nor of the range of forms of class struggle
imposed by the underlying class structure. In order to add such
concrete content it is necessary to transpose the model from the high
level of abstraction at which we have discussed it so far and use itin

18 See Wright, Class, Crisis and the State, pp- 97-110.
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al explanation of the outcome, however, requires
an understanding of the social determinants of structural limitation,
and this requires moving to 2 higher level of abstraction. This is
precisely what the Marxist model of profit determination attempts to
dointhe analysis of the relationship of surplus labour to profits. This
analysis goes beyond the Sraffian account in two critical aspects.
First, it specifies the structural limits within which the Sraffian

on processes have their effects. Whereas the Sraffian account

selecti
accurately calculates the level of specific profits, the Marxist account

ocial possibility of those profits. Second, the Marxist
ds its analysis of the determination of profitsin a larger
“'theory of social relations and determinations, a theory in which

k profits themselves act as determinants, not just outcomes.
Such a broader theory has advantages over both the causal-
“ agnostic and the Sraffian accounts. It enables us to g0 beyond a
simple, positive account of societies as they are, and develop a critical
theory of societies as they might become. In this context, the analysis
mode of determination becomes Very

of structural limitations as a
important, for it is by grasping the limits of possibility within a given
social structure that we can begin to understand scientifically the

changes in those possibilities that will result from the transformation
of the social structures themselves.

This assessment of the causal-agnostic and Sraffian models, it must
be stressed, assumes the adequacy of the Marxist account itself. From
the standpoint of the causal-agnostic theory advanced by Cutler ef
al., both the Marxist and Sraffian accounts make totally arbitrary
claims about the ordering of various causal processes. In particular,
Cutler et al. argue that the Marxist claim about the centrality of
surplus labour is a purely ideological claim. The category of surplus
labour is introduced into the analysis because it is necessary in order

A complete soci

‘explains the s
account embe

—————

processes of policy outcomes within the state. But it is totally incapable of providing a

theory of the limiting processes, of the determinations of the range of possible policies
considered by legislative bodies or the range of possible candidates in elections. The
Marxist theory of the class character of the state is precisely an account of such limiting
processes. If all one wanted to do was to predict (calculate) which policy is actually
! passed in a legislature, the pluralist theory would be adequate to the task; but if one

wants an explanation of the outcome, it is necessary to develop a theory of the limits,

and this is what the Marxist theory o

f the state accomplishes.
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to analyse capitalism as a system of exploitation. But there is no
scientific basis, they insist, for arguing that exploitation or surplus
labour have any particularly distinctive effects on any outcomes,
including profits. And thus there is certainly no reason to elevate
them to the status of ‘fundamental’ determinants.
Similarly, those who espouse the Sraffian framework would reject
the claim of its incompleteness. Since an account of determination
and calculation are seen as equivalent, and since the mathematical
thought-experiment demonstrates that the calculation of profits can
be entirely derived from the technical conditions of production and
the real wage, surplus labour can play no role in a model of
determination of profits. To be redundant in a calculation implies
having no real effects in the world. ‘Structural limits’, therefore, are
simply irrelevant and metaphysical.
If one accepts the methodological strictures of either the causal-
agnostic or Sraffian stances, then the category surplus labour or
surplus-value at most can be considered one of many causes (the first
stance) or an irrelevant category (the second stance). But if we reject
both of these methodological prescriptions and argue both that
causes are structured in systematic ways and that certain causes
establish limits within which other causes have their effects, then the
possibility for surplus-value to play a pivotal role is reintroduced.
Rather than debate these methodological principles in the abstract,
I would like to turn to the question of the empirical agendas which
would flow from each of these models. In the end, the cogency of any
defence of a particular methodological or epistemological stance
within social science depends a great deal upon the richness of the
research which it is capable of stimulating and the power of the
explanations of social processes which emerge from that research.

3. Implication for Social Research

Theoretical frameworks impinge on empirical investigations in four
basic ways.

1. Questions. Theory defines the range of possible questions that can
be asked in an empirical investigation. As Althusser has stressed, this

implies both a posi
‘unaskable’

sug .
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Such a research agenda is likely to produce a rather rich descriptive

icture of the principal sources of variation in profits. As Cutler et al.

¢ outcomes of the research could be a systematic
account of the various forms of the production process as a whole
(not just the Jabour process as one aspect of that production), and of
the relationship of these different general processes to different levels

of profit and forms of distribution.

What such research would not do,
of how these sources of variation produce their effects. A causal-

agnostic stance is incapable of generating theories of the actual
mechanisms through which profits are generated, since it rejects the
possibility of 2 structural ordering of determinations. To say that the
entire process is the ‘mechanism’ is to say no more than that profits
s ,’ are the outcome of everything which determines them; it is not to
. specify the internal logic which generates that outcome.

Both the Sraffian and Marxist models of profit determination

organize their research agendas around such mechanisms.

between theory and practice

In the discussion which fol]
p

suggest, one of th

however, is provide an account

of questions they

generate; so it | i
t1s on this level that we will con
centrate.

Causal-Agnostic Models

questions whij
ich a causal-agnostic might The Sraffian Model
The heart of the Sraffian model is the claim that the socio-technical

conditions of production and the real wage constitute the actual
mechanisms which determine real profits. An empirical investigation
sses, therefore, could be

d meteorology of the determinants of these two proce
interpreted as an account of how the mechanisms which determine’
profits work in the real world, i.e., what role they play in translating

the decisions of actors, the weather, or the political conditions of

, scientific k . social cqnﬂict into a specific .kind o_f outcome, profits. .
nowledge is likely . The pivotal research question which this model generates 18 thus:

What are the determinants of the real wage and of the technical

L conditions of production? This leads immediately to two general
a objects of empirical study: the determinants of the market power of

20 Cutler e¢
al., Marx’s “Cani
. apital’ and Capitali
pitalism Todg
Y,

1, pp. 43-4,
wage labourers and capitalists, and technological change. The first of
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_ Since the labour component of the technical con-
duction has no theoretically salient role in the socio-
f production, the social struggles within the
rtance. It may turn out, on

that such struggles are important, but there would be
for a Sraffian theorist to focus research on that
socio—technicai conditions of

s have no 2 priori 1IMpo

the determination of the
any other aspect.

rwise within Marxist theo
he absolute limits on pr

ry. Because surplus-value
ofits, the central research

becomes: what are the social processes which

influence the amount of surplus labour performed? On the one hand,
asin Sraffian theory, this directs our attention to the process by which
real wages are determined. But unlike Sraffian theory, the Marxist
model also directs our research efforts toward those transformations
of the socio-technical conditions of production that directly impinge
on surplus labour. It is for this reason that the Marxist analysis of
production revolves around the analysis of the labour process as such,
and not simply the technical input-output matrices of production.
The distinctive questions that Marxists would ask in the investig-
ation of the labour process all centre 01 the relationship between the
labour process and the performance of surplus labour: In what ways
ver control of labour

does technical change impinge on the struggles 0
within the labour process‘?21 What is the relationship between the
d the problem of
Kking class?*? Do the

changing structure of skills within production an
n that different

extracting surplus labour from the wor
imperatives of social control within production mea
rm different amounts of surplus

categories of employees perfo
labour??*?

1t is quite othe
is seen as defining t
question immediately

avid Noble, gocial Choice in Machine Design’, and Michael
Burawoy, “Towards a Marxist Theory of the Labor Process’, both in Politics & Society,
spccial issue on the labour process, vol. 8, nos. 3.4, 1978.
22 Qee Harry Braverman, Labor and Monopoly Capita
discussion of the relationship of degradation of labour to
:ncome determination an

see Erik Olin Wright and Luca Perrone, ‘Marxist
Inequality’, American Sociological Review (42:1), 1977,
and Income Inequality’, American Journal of Sociology, Ma
and Income Deternination, New York 1979; and Christian

21 See especially D

I, New York 1974, for a
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Critique of Wright
1. Labour and Profits

Geoff Hodgson

The transfer of allegiance from paradigm
to paradigmisa conversion experience that
cannot be forced. Lifelong resistance, par-
ticularly from those whose productive
careers have committed them to an older
tradition of normal science, is not & vio-
lation of scientific standards but an index
to the nature of scientific research itself.
The source of resistance is the assurance
that the older paradigm will ultimately
all its problems, that nature can be
he paradigm provides.
TroMAS KUBN

The Structure of Scientific Revolutions

solve
shoved into the box t
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he one that has drawn most attention is
heory, in which one side has urged that

he body of theory laid down in Capital.

t primarily about acceptance oOr
rejection of the labour theory of value, but it has since developed in
that way. Opponents of the labour theory are perhaps more confident
and intransigent. Its supporters are divided into groups ranging from
repetitive fundamentalists to inventive and sophisticated defenders of
its indispensability. Erik Olin Wright, in his contribution ‘The Value
Controversy and Social Research’, comes close to the latter end of the
spectrum. His graphic rigour, and his aversion to the fundamentalist
habits of label-daubing the opposition or appealing to the hallowed

Marxist theoreticians haveb
during the 1970s.* Perhaps t
the controversy about valuet
drastic surgery is required ont
Initially, the discussion was no

* In writing this paper 1 have been aided by discussions with Leo Panitch and by
useful remarks by lan Steedman on an carlier draft. Their help is acknowledged with

gratitude. Responsibility for errors and omissions in t

entirely mine.

he final version 18, of course,
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