(Note: The tables and curves refer to Samuelson’s manual (in the French edition, 1964) However, these would be eliminated in the e-mail. I thus replace them with the following link: www.netmba.com/econ/micro/supply-demand 
This link provided the necessary graphic illustrations. Nothing much is really needed … For the rest one can and should refer back to Samuelson’s manual.)  
Dear comrades, 

Here is the English draft of my HI HA! THE BOURGEOIS ECONOMIST’S DONKISH VISUAL HALLUCINATIONS.  It should signal nothing less than the end of the bourgeois paradigms in economics, political theory and history.
I am presently laboriously translating this book in Italian and in English (well …) Given other immediate and urgent tasks, I will not be able to edit this English translation properly for some time. I therefore decided to circulate it in the draft form for all those who might be interested.

One possible problem could emanate from the numbers in the schemas: One should read with paper and pen. This is because the logic is always crystal clear and thus any typos could be quickly corrected.

I believe to be in a position to claim with Marx the triumph of Marxism in this crucial discipline. For the rest, the scientific process and deontology should predominate. This is to say honest and open critiques are welcomed as well as the best efforts to scientifically refute my claim, while granting me a right to respond. Reverse plagiarism especially philo-Semite Nietzschean reversed plagiarism will be exposed in the usual straightforward no non sense fashion, hoping that historical corrections will come soon. (Note that, according to my “puzzle theory”, refutation does not look too likely here, at least not on the main thesis – the Marxist labor value theory. This is because when all main points of a given Universe are elucidated, it is not likely that refutation could concern other than peripheral issues.)

If science is clearly on our side, particularly in the economic and social domains, why then the grotesque and persistent over-representation of the usual pitres from the Right as well as from the presumed Left, both in academia and in the political parties, to say nothing of the liberal professions and the media? Clearly there is a need to rebuild strong communist parties and to enforce the republican and constitutional equality criterion – including the rigorous respect of the Law of Great Numbers. 

Be it as it may, this is an ulterior contribution to the intellectual and historical inevitable struggle needed in order to bury all these debilitating pitreries once and for all from all scientific, cultural, social and political realms.

Yours,

Paul De Marco. 

Copyright material. Keep off

HI HA! THE BOURGEOIS ECONOMIST’S DONKISH VISUAL HALLUCINATIONS
The good old farmer had two oxen in his stable. As for me, once a finishing doctoral student who was (illegally) accused “to be obsessed with the Marxist law of value”, I was  impeded as such to finish his thesis by means of an illegal administrative exclusion, one aggravated by heavy recourse to harassment conducted with the firm but scoundrelous conviction in one’s personal and institutional impunity; I find myself confronted to a whole stable of jackasses who dominate the discipline, donkeys often Jewish or philo-Semite Nietzscheans in origins, of whom two in particular to whom I dedicate this “lump-sum”* of Spinozian “joy”, in the form of the following refrain, rewritten here in their honor and that of their proxies.

I had two donkeys in my stable

Their names Samuelson and Solow

Their story is truly lamentable

They are both similarly shallow.
XXX
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PART ONE

Introduction

We are offering here a Marxist critique of the donkish Marginalist foolishness posturing as equilibrium supply and demand curves in the shape in which they appear in Samuelson’s much too famous textbook. In the absence of scientific refutation, we consider this critique as the “roots and branches” destruction of the entire economic bourgeois paradigm, most particularly in its dominant Marginalist form. We borrow the expression “roots and branches” from the pitiful Böhm-Bawerk’s phrase pretentiously coined against Marx’s Capital. This critique in form of a boomerang amounts to a vindication of Marx’s theory.
It is familiarly known that when social systems are no longer sustained by a modicum of scientific rationality, which alone could justify their legitimating modes, they must increasingly rely on the demagogical propagation of the most arrogant obscurantism. The governing classes will then openly marshal all the weapons available to the regime in place. They will do so with the excuse that they alone are the depositary of the “legal monopoly of violence” despite the dictates of natural law, or “diritto delle genti”, and despite the republican principle of people’s sovereignty, which their exercise of power contradicts. As can be witnessed today, the increasing recourse to power, understood as brute force, can no longer be portrayed as a begin affair involving “soft power”; instead it clearly illustrates a criminal “return” to the Nietzschean Hammer, once again dressed in its righteous and inquisitorial philo-Semite Nietzschean rags. This is both verified externally with the preventive wars, as well as internally with the passing of liberticide laws such as the Patriot Act and its second-hand European copies. In so doing, these regimes only signal the imperative necessity for the various nations to implacably push them out of the historical scene. 
More specifically we will demonstrate that, when they write their own function of production, the Marginalists or mainstream economists actually proceed to blissfully add apples with oranges and with bananas. They do so while harvesting incestuously conferred Nobel Prizes. They would have spared themselves this pitiful feat if only they had taken the time necessary to read Book One of Capital. Indeed, in this Book, Marx analytically distinguishes the inputs of the production function from one another. For the first time in the history of the discipline, he does this in a fully scientific manner, and simultaneously he lays down all the fundamental economic equalities, which can be logically derived. As usual the bourgeois economists prefer to indulge in their own natural propensity to believe in the existence of a lethal contradiction between Book One (value) and Book Three (price of production) of Marx’s magnum opus. However, this is a silly interpretation hastily invented by the pitre Böhm-Bawerk, but immediately accepted as true by the usual academic chorus and many other sycophants, with the notable exception of the Bolsheviks. However, as is well known, pitres usually end up believing in their own shibboleths, which they invariably pretend to peddle as reveal truths. 

Adding entities which are different by nature is not enough for these pontifying pitres: Following Jean-Baptiste Say and Léon Walras, they affirm that supply precedes demand (“il faut offrir pour demander”) as if any economic exchange were not bilateral by its very own nature! Thus, without much ado, they quickly concentrate their attention on the supply and demand diagrams, solely preoccupied by the futility know as the “market prices” of similar or highly elastic products. X = X, gosh! what a discovery that is! This credo has a definitive advantage: With it one can safely skip the main question, namely: in exchange value terms, that is in purely economical terms, how can it be that X = Y (or that a definite quantity of X = a definite quantity of Y); or, to put it in other words, that 7 hours of work in a = X when 7 hours of work in b = X + n? In the medium and long terms, it is certainly not the “market” which will determine the creation of the exchange value nested within the price form, but instead the technical and organizational qualities determining the production processes under investigation. The tautological effort made by the Marginalist crews is clearly redundant since it is already and necessarily included and resolved through the inputs of the production function. These inputs do correspond to precise technical criteria later estimated in value or in price terms (cost of production but also surplus value), all of which determine the above mentioned supplies and demands. As we know, Adam Smith had rightfully insisted upon two elements which are fundamental to political economy intended as a new scientific discipline: a) the internal and external division of labor; and b) the necessary commensurability of diverse commodities with one another, namely the real problem formally raised by political economy and its critique ever since Aristotle, a problem which Marx alone was able to resolve in a fully scientific manner, thanks to his demonstration of the genesis of profit. Profit is created within the exploitation process from which emerges surplus labor. 
Starting with an incomplete labor law of value, Adam Smith was faced with an incomplete function of production written c + v = M where constant capital plus labor = the commodities produced. This led to a instable theoretical position which forced him to admit the illegitimacy of profit, at least when it goes beyond the legitimate retribution of the labor contributed by the manager (“They love to reap where the never sowed” did he write with some disdain, p 47, Sutherland ed, 1993.) Pushing the reasoning to its logical conclusion, Marx succeeded in completing the entire production function on the basis of his own scientifically established labor law of value: Thus the production function is written c + v+ pv = M, that is to say constant capital + variable capital + surplus value = M (M being the total outcome of this production process.) In this way, Marx was able to expose the mystery embodied by profit and capitalist accumulation, a result which every bourgeois theoretician laboriously tried to mystify afterwards. Marx reached his result in a magisterial fashion, without breaking the fundamental equality between the inputs and the outputs of the production function, an equality without which the economic discipline would irremediably loose any possible claim to scientific rationality. 
Clearly, by their mystification of the genesis of profit, the Marginalists forgo any pretense to scientifically apprehend the difference between profit and interest. This fact goes a long way to explain many systemic and speculative crisis right after the historical autonomisation and development of credit (Note that, according to some authors whereas financial products did amount to 3 % of GDP in 1999, they are now multiplied by three on average! But as the recent subprimes crisis did demonstrate, these derivatives instruments are not only “immaterial”, they are mere castles of cards carried by bubbles.) It goes without saying that a national or business accounting system based on such a pseudo-theory can only lead to ineptitude such as the bourgeois GDP. Given the inevitable practical necessities of life, from it are derived the various “cooking recipes” used on a daily basis. We are dealing here with the good old double entry book, but one that is falsified by a pseudo-theory which cannot even distinguish the real economy from the speculative economy. Like all other bourgeois economists, the Marginalists negate the commensurability which necessarily prevail between all the various commodities; they thus end up creating false and puerile problems, which allow them to display their wonderful mathematical competence, while pompously adding apples with oranges and bananas just like patented and tenured donkeys so necessary to the dominant regime which they so proudly serve. Their science is but a hallucinogenic mirage. 

The Marxist critique elaborated here pretends to bring to a close the awkward attempt to offer an internal critique of the neoliberal paradigm by such scholars like Piero Sraffa and some others. It is strongly advised here to refer back to Sraffa’s 1926 short but seminal article entitled « The Laws of Returns under Competitive Conditions, The Economic Journal, XXXVI, 1926, pp. 535-550 http://homepage.newschool.edu/het//texts/sraffa/sraffa26.htm . Their failure was due to their ideological incapacity to propose a Marxist critique, even though their main hypotheses were founded on an undeniable knowledge of Marx’s work, if only through Gramsci at least as far as Sraffa was concerned. What we witness here is a typical academic mystification. However, the mystification perpetrated by the neo-Ricardians is almost benign compared to the philo-Semite Nietzschean ideological imperialism enforced by the Marginalists who would pretend to exclusively owe the shelves reserved to economic studies intended as a science, despite their self-inflicted inability to think straight and to add properly.  
During the Sixties and the Seventies, the discipline witnessed a famous controversy opposing Cambridge USA (in reality, Samuelson and Solow through student proxies) and Cambridge UK (Sraffa and Joan Robinson.) Of course, the academic brouhaha dealt with the function of production. On the English side the arguments rested mainly on Sraffa’s articles written during the Twenties. Without being definitive, they landed a serious blow to the Marginalist paradigm. Thanks to the domineering umbrella of the Nobel Prizes mentioned above, this important academic debate had no scientific effect whatsoever: On the contrary, the critiques were pushed aside and royally ignored, not the least through the choice of accepted doctoral theses and the strict selection of the professors. According to the usual practice, a severe institutional censorship had barred the road to science! Defensive measures were meanwhile acted upon, particularly in Great Britain and in Europe; thus some sort of verbose post-Sraffian so-called “neo-Ricardian” tendency or fad was fabricated without any real link to Sraffa or Robinson who, as far as they were concerned, had read at least some pages of Marx’s work. 
For a time this disastrous tendency was even encouraged by the bourgeoisie as a dead-end exit surreptitiously kept open for the remaining Marxist academics who were thus enmeshed into a constant flow of shibboleth, authoritatively described as legitimate “discourse” (surely an abusive use of Foucault’s term …) In Italy, for instance, this trend was used to legitimize the so-called 1992 Social Pact, an unprecedented reactionary offensive aimed against all previous workers’ conquests (in particular the “scala mobile” the advanced Italian version of the American Cola Clause indexing wages to the cost of living.) It also served to sabotage the PCI, the communist party created by Gramsci to whom Sraffa owed his critical understanding and his knowledge of Marx. I will spare you here by mentioning just en passant the “reversed plagiarism” operated by a patented donkey like Bellofiore, a pseudo-academic so intertwined with another patented donkey the pitre Bertinotti, but who nonetheless maintained his academic position as if he had honorably discharged his duty. These people would be tragically laughable were it not for their pretension to authoritatively impose to the Italian Left the sorry philo-Semite Nietzschean fruit of their “backward” and “desconstructivist” labor … and if it were not causing such a great waste among Italian students and the Italian Left itself, what is more, on public funds.  
This is all scandalous. What is at stake here is the choice between obscurantism and science. Indeed, if the academic world cannot be entirely extirpated from class domination, its first duty lies in conducting disinterested scientific research. Sad to say, the philo-Semite Nietzscheans, who now dominate the supposedly scientific economic discipline, have succeeded in suppressing all and any academic expression not compatible with their own gibberish. Allow me to underline with a red pen another scandal which reinforces the first one just mentioned: With its taxes the Proletariat funds all bourgeois schools and universities but only to find itself entirely excluded through a very primitive and biased teaching and by the ferocious recourse to a selection process worthy of cast, more than class, logic. Compared to this, the selection once practiced by the Jesuits among the general “populace” looks like a prophylaxis against culturally transmitted beastly ignorance.  We have reached a point where the economic crisis gets worse and, in the process, displays a lethal disconnect between theory and reality, between real and speculative economy, between inflation and price; it does this at a time when some would like to authoritatively pretend that the Marginalist paradigm is a revealed truth, while rigorously controlling all communication flows.  
Enough is enough! Clearly, mere hypotheses, even when they are based on serious arguments, cannot pretend to the status of “concrete in thought”. Nonetheless, once demonstrated, the latter cannot be ideologically evacuated from the academic world. Conversely, anti-egalitarian obscurantism cultivated as a gospel should never be tolerated in those institutions dedicated to the advancement of knowledge.  As far as I am concerned, I am convinced that what is not scientific cannot be Marxist. I dare state on the basis of my own knowledge of the investigation and exposition methods marshaled by the dialectics of nature, the dialectics of History and the overall dialectics, from which Marx’s historical materialism is derived, that the reverse proposition is equally true. 

The proof of the pudding is in the eating. I thus propose to offer here nothing less than a Marxist critique, which will lay definitively to rest the bourgeois theories now holding sway in the economic field. Surely, bourgeois theoreticians will pretend not to know; but in the meantime they will busily try to impede the divulgation of my critique and, worse still, they will try to find ways and means to mystify it openly, at least once I will no longer be available to denounce their academic swindles and their reversed plagiarisms (just as is usually done, this being a scoundrelous practice that did not even spare the edition of Karl Marx’s Capital.)  This work, together with its references to my books and to my articles already made available in my site http://lacommune1871.tripod.com – now http://la-commune-paraclet.com), are therefore specifically addressed to the most honest and to the youngest. It is addressed to all those who still believe to have a consciousness and the firm conviction that they will never accept to merchandise it. To all those who are still able to think in an egalitarian mode, thus scientifically, with their own head. 

Prologue: the main lacunae of the Marginalist paradigm.

Determining the intersecting point of supply and demand curves has become the consecrated formula of the bourgeois theory known as free competition, or as “the law of the market”, and now established as the new Golden Calf. Competition includes mobility of capital and of all production factors, human labor being here considered in a liquefied monetary form as any other production factors, a barbaric hypothesis if there ever were one, but one which is totally deprived of any scientific foundation. The ideology of the law of the market only serves as a convenient screen, as a hallucinogenic make-up used to mask the genesis of profit; this is simply because profit is none other than surplus labor, an entity which can only be understood trough the dialectical confrontation of living labor with past or crystallized labor embodied in the sum of the constant and variable capitals used in the production process. We should underline again that when confronted to profit as an amount superior to the legitimate retribution of the work of the owners and the managers, Adam Smith, the Father of classical political economy disdainfully noted: “They love to reap where they never sowed.”**** (Adam Smith, Sutherland ed., p 47)  With his usual perspicacity, Karl Marx explains how the bourgeoisie always presents the world upside down, with the hope to defend and preserve its own privileges. The various versions of the free competition dogma always present supply and demand harmonized by the “invisible hand”: These are but variations of one and the same capitalist ideology, a criminal one in today’s world ushering into the XXI Century, one which only serves to legitimate the capitalist unfettered private expropriation of socially produced wealth.  
The correct production function is necessarily written as c + v + pv = M, where c represents the constant capital used in the production process and v the exchange value of the labor force. (Note here that for Marxists v appears simultaneously in two different but complementary forms; first as passed or crystallized labor incorporated in the form of capital, conceptualized here as “variable capital” since it only concerns the exchange value quantified by the salary; secondly, v appears as “living labor” in that it possess within itself this part of use value spend during the whole working day, but spent in part over and above what it costs socially to reproduce it as labor force (i.e. the salary). In this sense it appears as surplus labor and is noted pv (surplus value), from the point of view of its accounting in terms of exchange value, which describes the immediate production process or, if you will, the micro-economic function of production. To repeat, without pv given in exchange value terms, there would be no possible equality between the inputs and the outputs of the production function. Marginalists tried to homogenize value whereas Marx showed the dialectical logic between use value and exchange value, human labor being the only use value which can confer exchange value to other use values, be they raw material, or already processed goods. Even Artificial Intelligence presupposes the prior labor of Man. A full explanation is given in Chapter II, the main theoretical chapter of my Keynesianism, Marxism, Economic Stability and Growth freely accessible in the Book Section of my site http://lacommune1871.tripod.com. Of course, the original explanation is to be found fully developed in Marx’s work, most particularly Capital Book One.)
Capitalists and bourgeois thinkers fancy that once they have paid his wage to the worker, they also have paid all the value produced by his force of labor; they thus consider the worker as their own property, at least for the whole duration dictated by the “labor contract” thought to be entered into “freely”, if not in a condition of equality of arms …. The Marginalists usually write their own production function based on the following model (eg. Solow): Y = f (K,L) where K is the capital (without further distinctions) and L represents labor (again without further distinctions.) This boils down to writing the production function just as it appears in Adam Smith to whom, as we know, it raised a grievous logical problem, one which the Marginalists are desperate do mystify, namely c+ v = M. However, since profit is always superior to v, even if v were to include the wages of the managers and of all those who really take part to the production of commodities, this equality is scientifically untenable. Rehearsing J-B Say’s defensive ineptitude won’t be useful either; as we know, Say tried his best to manipulate the example of the paper currency offered by Ricardo. Say did so consciously in order to pretend that the economic discipline could do away with this cumbersome scientific equality and invent more ideologically malleable equations. In reality, J-B Say, similarly to all the present neoliberal donkeys, feigns to ignore the fact that Ricardo’s paper currency was strictly resting its case on its immediate convertibility with Gold (the paper currency was but one aspect of Ricardo’s Gold Standard theory.) In other words, in Marxist terms, it was based on a “general equivalent”, one which was surely of practical use but itself in need to be rationally explained in terms of the logic of the “universal equivalent”, that is to say in terms of the exchange value of labor power.   
Were the bourgeois thinkers to be right, the production function would take the following aspect: c+ v + x = M, without anyone knowing from where this extra value represented by x would emanate (i.e. exactly the problem upon which Adam Smith stumbled.) If this sum x were the effect of a trick induced by free competition, it could then only be an ideologically sustained mirage. On the other hand, were x not equivalent to surplus labor actually spent during the work day without corresponding remuneration, then economics would loose its scientific foundation, since it could not even respect the basic equation that defines its production function. Already in 1844 Marx remarked with his usual perspicacity that competition averaging out in the long term, a fact that is necessarily true if you suppose capital mobility, competition itself would then be intrinsically unable to explain anything on its own terms. Consequently, some other scientific foundation is needed in the economic field, namely the labor law of Value demonstrated in Capital (despite some remaining editing problems, typically overdetermined, and for which Marx himself was not responsible; as we know the Second and Third Books were published posthumously by third parties, Engels himself being already too advanced in age to complete the immense task by himself.)
From this lethal initial problem were later deduced all the alleged irremediable contradictions repeated in all the different versions of the supposedly scientific bourgeois economics. We will mention here the principal versions.

The bourgeois production function being genetically wobbly, the “market of the markets” which is supposed to lead to the scientific determination of the modus operandi of the “invisible hand”, can only be a mega-hallucination that includes at least three main markets, all duly liquefied, namely the market for capital goods, the labor market and the money market. Worse still, the ex ante/post hoc problem fallaciously forged by Böhm-Bawerk in his attempt to assign it to Marx (i.e. the alleged lethal contradiction between value as exposed in Book One and price of production exposed in Book Three) returns with a vengeance on the head of bourgeois economists. This is because their diagrams irremediably oppose the costs of production (given ex ante) and the prices (given post hoc) thanks to which they pretend to determine profits. The Masonic serpent thus sorrily bites its own tail in a pitiful but predictable fashion. 

To this fatal blow should be added the quasi-pathological incomprehension of the role of money and credit in the formation of general equilibrium. Or, more precisely, of the Enlarged Reproduction which needs to be considered in the context of dynamic growth. Bourgeois economics is ontologically unable to distinguish between real economy and speculative economy – not even its silly statistics can be of any help in this otherwise vital task. Indeed, it happily confuses the “general equivalent”, money, more often than not understood within the pseudo-psychological logic of a Georg Simmel, with the “universal equivalent”, the exchange value of the labor power. Consequently, credit is understood as an entirely autonomous entity, free from the shackles of the actual sphere of production. It thus quickly degenerates into speculative credit: Obviously, this only renders more acute the over-production and under-consumption crisis inherent to the capitalist mode of production, a mode which is structurally forced to seek the greatest productivity for each individual capital, in the desperate tentative made by all of them to eliminate their competitors in the market in which they operate. (We should remember that “productivity”, or structural intensity, the dominant form of extraction of surplus value within the capitalist mode of production, consists in producing more goods of a certain kind during the same labor time, and with the same labor force expressed in real purchasing power terms. This incidentally implies less physical workers given the deepening of the organic composition of capital, a most crucial ratio that should correctly be written as v/C where C = c + v. The other forms of extraction of surplus value are absolute surplus value (squarely based on the duration of work, mutatis mutandis), punctual intensity and, for the transition outside the capitalist mode of production as well as for socialism and communism, what I called “social surplus-value”.)
This incomprehension of the role of money reduced to a simple general equivalent explains the bourgeois inability to understand inflation in all its forms. Monetarism degenerated to such a state that it is now savagely strangulating M1, the monetary aggregate which is grosso modo equivalent to the salary mass. With such a simplistic and barbaric recipe Monetarists would pretend to jugulate inflation while letting M2 and M3 grow speculatively free of any control (to obtain the M2 monetary aggregates you add banking deposits and such, while M3 comprises financial instruments nowadays badly speculative.) Furthermore, this happens in a context in which monetary authorities have abandoned any pretence to impose prudential ratios or, worse yet, to restore the banking and financial sector functional segregation that was partly erased by Reagan and then by the repeal of the Glass-Steagall Act with the Gramm-Leach-Bliley Act of 1999 in the United-States. (On this subject see The Treasury and the Fed in the International Political Economy section of my site.) Last but not least, this monetarist strategy is being carried out with the forceful help from the philo-Semite Nietzschean State (Reaganian, monetarist and born-again, for new crusades) characterized by the anti-republican “flat tax’ philosophy, backed by strongly regressive indirect taxation and grotesques fiscal shields.

The critique of the Marginalist paradigm as represented by Samuelson ***

5) Demands table and curve

Let us begin by examining the demands curve as it appears in the standard presentation offered by Samuelson. As we will show, the procedure it totally fallacious but seems to derive from common sense. Indeed, in this lies its whole strength and its fatal weakness. As we know since Emmanuel Kant, if not since Pythagoras and Montaigne and few others before him, if appearances were to be reality itself, science would merely be a form of raw popular wisdom, in the manner of Herder’s proverbs.

In what does this procedure consist of? It prevails for all Marginalist curves, be it the supply or demand curves, or, naturally, for their intersection which is supposed to provide the equilibrium price on the “market”. First, an empirical table is provided containing the data necessary to draw the corresponding curve; this is done following the diagrammatic method proposed by Alfred Marshall’s. Of course, this is empirical only in Koyré’s sense when he coined the phrase “Baconian empiricism”.  This visual method became an instantaneous hit with these simplistic yet sectarian and ideological bourgeois minds. Since then, in its visual or algebraic form (Walras), this gobbledygook passes for a science.

Here is then the result obtained by the Nobel Prize Samuelson (one who drew quite a bit from the so-called “bastard synthesis” laid out by Hicks.)

The demands table is presented in page 87 (vol I) of his textbook.
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3
Q
[U) 2
A 85 9
B 4 10
c 3 2
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Pour chaque prix du marché, il existe 3 tout instant une quantité définie de blé demandée.
Pour des prix plus bas,la quantité demandée augmentera au fur et 3 mesure que des consom-
mateurs plus nombreux substitueront du pain de froment ou des pites 3 d'autres aliments
et auront I'impression qu'ils peuvent désormais se permettre de satisfaire leurs besoins

les moins impérieux portant sur des produits, tels que des giteaux, fabriqués avec de Ia
farine de blé.





 On this basis Samuelson draws his demands curve (p 88)
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LA COURBE DE DEMANDE
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quantités demandées le sont sur I'axe horizontal.
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rejoignant les points successifs n'est autre que
Ia courbe de demande. Le fait que dd se dirige
vers le bas et vers la droite illustre une loi trés
importante, celle de «la demande 3 pente inclinée
vers le bas ».





Let us examine this in greater details.

1) The Austrian School was headed by Böhm-Bawerk, Menger and von Misses (and some belated others like Joseph Schumpeter). They were all bourgeois thinkers who never understood the essential difference between “exchange value” and “use value”, and yet they discussed at great length and with professional severity the bogus concept of utility. While Georg Simmel clownishly attempted to develop a psychological theory of money (one always needs some kind a hobby for long evenings, isn’t it?), the latter, taken by an older academic gravitas, were seriously discoursing over the “calculus of joys and pains”, which was supposed to govern demand and economic utility. Armed with the graphic method of Marshall and the simplistic synthesis of Hicks, Samuelson is thus able to cook up his demands curve, carefully given as “hypothetical’ but nonetheless with all the formal pretences to be scientific and not merely heuristic in nature!!! For common mortals (still gifted with a vague remembrance of child psychology), it is nevertheless obvious that one might very well be authorized to demand all that s/he wants, and even to go the “market” (be it topologically defined or not) for that purpose, without having any assurance whatsoever that what is demanded will be supplied. This follow from the fact that supply obeys to its own laws that are not principally determined by discrete demand. At least not more than the world does depend on the bourgeois solipsism pertaining to the “end of ideologies”, or, to give another example, not more than realized spirituality, or human emancipation as intended in Marx’s Holy Family, does depend on the donkish “delirium” of the rabbis (the apt term is from Spinoza), always busy mystifying this or that (Just compare the Old testament to its original sources such as the Epic of Gilgamesh, the Legend of Sargon and the Hammurabi code if you still need a quick introduction to this peculiar commerce.) Among these constraining factors are patents (a form of private property), unavoidable and yet necessary taylorization (or, if you will, the modern form of the internal division of labor that follows from the logic of the pin factory), investments for existing brands and models to be fully recouped, R&D costs and technical possibilities. (These last duly adapted to the profitability of specific markets, can also include the preventive acquisitions and destructions of more efficient technologies, which could otherwise threaten a firm dominant position together with its web of branches and outsourced small businesses, as was explained long time ago by Barnett and Müller in their excellent Global Reach,etc, etc …)  Conversely, electronic products are now sold in a multitude of redundant gadgets such as PC, notebook, ebook etc., etc., which could all be easily bundled into one or two products at a diminishing price accompanying their development and their generalization. Moreover we all know that many so-called markets are in fact artificially created and sustained, not the least speculative immaterial markets, while at the same time a vital part of workers’ and middle classes’ essential demands are never or at most badly met. 

2) Demand, including individual demand, is never an aspect of psychology as such but at most that of a subaltern psychology molded by wages and revenues. Thus, in the end, by “social demand” as Marx’s had already announced as his first magnificent critique of free competition in his 1844 Parisian Manuscripts (see www.marxists.org ) Elasticity and marketing as well as all other such clownish ploys cannot in anyway change this underlying fact. But they can somewhat affect its forms of expression as far as the elasticity and the possibility to come up with substitutes are concerned. In direct concrete terms these forms of expression imply the structure of the sub-sectors within the overall framework of Reproduction.
3) No firm anywhere in the world ever bothers to implement Marginalist theory. Firms rely on quite different practices. What firms do instead is to order very detailed “market studies”, which are based more on sociology than on the pseudo-psychology of marginal utility thanks to which bourgeois economists invariably confuse the use and exchange value of commodities; this confusion is particularly evident when dealing with the labor force considered as a commodity similar to any other from the point of view of exchange value (yet not from the point of view of use value, which the dismal bourgeois science occults, otherwise neither surplus labor nor profit could be apprehended scientifically, though in turn this would eliminate any scientific foundation to economic science and its critique.) Only this confusion between the two forms of value, deeply soaked in its primitive psychological (or if you will “behaviorist”) sauce, permits the enunciation of the marginal utility principle. (This happens notwithstanding the fact that it had been preventively been demolished by Marx in his chapter of Capital Book One dealing with “the last hour of Senior”, at least as far as production and the decomposition of each product in its inputs were concerned …) Firms actually do pay cabinets of experts to study real markets for products and specific niches so as to plan and adjust their supplies afterwards, and deal with the less fluid conditions that characterize the sphere of production. However, these niches depend first and foremost on classes of revenue; Veblen had understood this so precisely that he even derived from it a quite sophisticated theory of minute management of the bourgeois and petit-bourgeois and acquisitive mediations necessary for the perpetuation of the dominant system, something that requires permanent adaptation as was reveled by the Prince of Lampedusa in his great masterpiece Il Gattopardo. Other variables also play a role, such as age or education, however these merely contribute to change the dominant color of the real overdetermining influence played by revenue tranches. The same is true for actuarial studies emanating from insurance companies or from pension funds. These firms had no need of a Veblen to understand that these “market studies” allow them to inspire and mold, rather than truly understand, the real demands expressed by citizens, according to their own commercial and ideological mind set. Optimization of profit is squarely inscribed within this concrete framework. Witness for instance the marketing developed by American and Western firms after 1946, in particular those that were specializing in mass-consumption: Their behavior and choices could not be understood without reference to this logic as is finely illustrated by the commercials developed by Coca-Cola in its drive to tempt the baby-boom Youth. 
4) The Marginalist demands tables (and therefore the corresponding curves) are but vulgar and fallacious aggregates of supposedly individual curves, which are in turn mere aggregates of fallacious so-called individual preferences. The “rational choice” dogma (see note &) does not change anything in this respect. However, the aggregates of the tables and curves resting on good studies of revenue tranches allow for an empirical approximation of “social demand”, at least under ordinary conditions (by reference to Lorenz initial conditions.) These studies only express empirical data taken in the middle and long term, which is naturally the first correction to make when dealing with the shifting sands and the mirages of capitalist competition, given its upside down world, as demonstrated by Marx starting with his Parisian Manuscripts of 1844. However, not surprisingly, no Marginalist school is able to make such distinction: To do so would destroy their entire paradigm before it took its flight to the ethereal world of bourgeois common sense … i.e. if the playing out of competition is neutralized in the medium and long terms then, as affirmed by classical economy as well as by its Marxist critique, economic science would necessarily have to give itself a different rational basis with which to attempt to apprehend the world.
5) Marginal utility is useless, particularly when considered in abstraction of revenue tranches. However, the generic sin resides in the inability to distinguish between exchange value and use value and therefore to understood the genesis of profit. To determine demand (and supply), according to the last unit asked or supplied, sends us back to the specific confusion on which is grafted the pseudo-logic of economies of scale, a logic that is itself drawn from an incomprehension of scarcity, which in turn rests on the confusion, albeit a confusion more Ricardian than Smithian, of the pseudo-theory of rent. In fact, if “scarcity” were truly analyzed as a social product, rather than as a natural given held more or less constant (a capital remark from Walras, who did however evacuate it in a footnote in the first edition of his Eléments because he could instinctively sense the danger it posed to his entire theoretical corpus), this reasoning would not hold water and, in particular, it would become imperative to distinguish between the exchange and use values of commodities … without the second hand puerile gibberish over diamonds from someone like Samuelson. (In my third Book, I did also demonstrate that the value of works of art, of old fine bottles of wine and other such goods in a capitalist society remain entirely coherent with the Marxist Law of value, at least when we take due account of credit and of the difference between profit and interest, that is to say when we consider the logic of investment; this entire debate was never more than a tempest in a tea pot fought in a typical bubbling bourgeois theoretical tub …) The production function could not be written at all without reference to its structural conditions without immediately falling into the embarrassing charade offered by Samuelson concerning the selling price of goods obtained before the last unity. Far from enticing us to laugh our head off, this charade reveals instead the structural foundation of the problem, to wit the actual possibility or impossibility to even write down the production function (On this prowess worthy of a Nobel Prize see for demand the “paradox of value” t II, pp 442-444 and for supply pp …) Piero Sraffa touched on this same problem in his short article published in 1926 where he dealt with the inner contradictions of decreasing and increasing marginal utility. However, he was unable to conclude in a definitive fashion simply because he remained prisoner of the truncated classical production function which is inherently incapable of explaining profit. Indeed, a far more serious problem concerns the very genesis of profit. You will recall that in his Magnum opus **** Adam Smith disparagingly wrote that, although capitalists are already paid for the work they personally contribute as managers, nevertheless “they love to reap where they never sowed.” (Sutherland ed, 1993, p 47). In his attempt to present a tentative theory of risk, Smith vaguely remembers Pascal and compares it to a lottery game that would be perfect if the winners would gains all the bets lost by the losers (p 102); but he quickly adds that such games would still resemble prostitution (p 103), the ideal being to be found in the respect of the natural law of the Philosophers (p 392), namely the respect of the most perfect justice, of the most perfect freedom and of the most perfect equality (p 286), given that only such respect could ensure the prosperity of the three existing classes – and by extension of their three forms of revenues: wage, profit and rent. Remaining firmly down to Earth, we will note that the fatal inutility of Marginalism, one which makes it non-operational, is empirically demonstrated by the statistical fabrication of the basic “consumers’ basket”, without which the Finance Ministries, though currently displaced by globally Reaganized Treasuries, could never accomplish anything. This remains true for Central Banks: Indeed, they would be even more at a loss than they presently are – which, admittedly, would be quite something – in their attempt to understand and to control inflation (something now done solely by the ferocious strangulation of M1 in the absence of any real prudential ratios, of any controls and worse still of an adequate fiscal policy that would specifically target M2 and M3.) As we have already seen, the current gospel and practice being dangerously dissociated, the empirical illustration is equally provided by the necessity to conduct sociological market studies, in order to see things just a little bit more clearly. But this no doubt still resembles the valiant efforts of the good drunkard searching his lost money at night under the lamppost. The legitimate question then become: What is then the usefulness of bourgeois economists?

6) If all the Marginalist tables and curves are useless in themselves simply because they are ontologically fallacious, their sole utility reside in their possibility to visually present a (market !!!) equilibrium point, one which in effect is totally useless given that it does not correspond to the sociological market studies as such. The predictive contribution is therefore nil while the sociological description only represents a first methodological level of empirical elaboration. (On this point see Althusser’s magisterial critique of the positivism embodied by Popper et al., a refined critique that goes well beyond Koyré’s pertinent remark concerning “Baconian empiricism”, given that it is anchored in the Marxist method, which dialectically rises from simple description to “concrete in thought”) Ergo: sociology and economic history are far superior, both in theory and in practice, to doctrinarian and pretentious theoretical Marginalist canned soup. Be it as it may, these disciplines can attempt to put a concrete weight on each curve as far as real economy is concerned (including when these curves are expressed in fallacious GDP terms, a fraudulent accounting system resting squarely and circularly on faulty Marginalism.) Here again, without this data no finance ministry, and no other ministries, or CEO and CFO, for that matter, could really function. Not even, it goes without saying, any private family, or any national or transnational firm. 

7) Sraffa remembers Smith on the division of labor, a logic that is both internal and external to the firm. The aggregation of (individual) curves in just one curve mystifies the weight of each real (i.e. structural) demand curve, which composes “social demand”. (Sraffa recalls here Marshall’s pertinent remark to the effect that “corn” in Ricardo’s parlance really meant all non-industrial agricultural products.) Moreover, this aggregate Macedonian salad mixes up together all variables such as labor time, porosity, productivity, social surplus value and the wage which derives from them. Marginalists are thus truly silly donkeys who blissfully add apples, oranges and bananas together, while being strongly taken by their self-conferred scientific superiority. From this point of view, the typical sociological over-representation, among incestuously self-granted Nobel Prizes, is very revealing, and will prove useful in the future when the time will come to re-establish the prerogative of science. As is taught by History, in a discipline that still stutters in the specific domain, a warned Man is worth two … Let us add to this lacuna the speculative mirage inherent in the treatment of credit by bourgeois statistics, in particular by the “national” accounting system which leads to GDP and you will soon have the recipes for a certain bankruptcy (just look at the USSR that was destroyed by these types of people in less than 7 years, look to Italy destroyed since barely 1992, and to the USA since the sectarian presidency of Reagan and even more since the election of a G.W. Bush, unfortunately surrounded by his clique of warmongering neocon philo-Semite Nietzscheans, all blindly rushing “once again” to their usual but “preventive” and criminal vainglory dreams of world domination and crusades. Self-proclaimed masters of the Earth invariably end up like a demented Nietzsche pitifully kissing the wounded horse!
8) We have already underlined the fact that the majority of demand and supply curves are over-determined by revenue tranches. More often than not this means revenue that does not even cover the basic human needs such as retirement, health, education, transport, housing and leisure. In effect, Marginalist theory accounts only for the exchange value of the labor force, but only at its physiological level – the only real equilibrium level on the labor market according to the donkey Solow, another Nobel Prize of Jewish origin …) We almost hear August Walras, remembering Adolphe Blanqui and Proudhon chastising his son Léon over the importance of “social economy” for the determination of the framework in which are later inscribed the pseudo-equations offered by the Marginalist as “economic science” … Marginalism is thus truly another organized crime against Humanity, and even more against the proletariat, notwithstanding the fact that the proletariat is numerically superior in what we normally consider as democracies. A closer historical look quickly informs us that, at best, democracies are only selection and nomination systems that are over-determined by class origin and by money; and, last but not least, by the various Masonic lodges always prompt in canceling or reversing the very meaning of republican institutions, in particular public education and universal suffrage. Needless to say, the emblematic drama of political economy and of its critique is verified in all other disciplines, particularly in all the branches of psychology as I demonstrated with my Marxist psychoanalysis theory offered in my Pour Marx, contre le nihilisme, in particular in its second part (see the Books section of my site http://lacommune1871.tripod.com )
9) The seemingly limitless increase of the revenues, destined to the most privileged revenue brackets, can neither create nor sustain economic growth. This only sustains the demented expansion of the so-called Luxury sector which, in reality, is witness to the most refined vulgarity (i.e. the shameless but fatal degeneration of the inner logic of supply-side economics as well as of Reaganian and post-Reaganian “public policy” theory and practice, all characterized but the usual philo-Semite Nietzschean inspiration. This is also true for cultural products. For instance those laid by the “Nouveaux philosophes” who have nothing philosophic about them, except perhaps the name and their propensity to quickly receive on their heads the pamphlets they pretend to publish on taxpayers’ expense. Unless the denomination simply alludes to their abuse of academic stoicism, albeit the great majority of the so-called cultured classes are universally repelled by their monstrosity recently enshrined by the mass-media as a principle of social-life, if not as the First Principle arrogantly shrouded in its exclusivist sekkhina … and with the right to “separation” on top of it all!) In reality, the monetarist hypertrophy of the upper decile and even more of the upper centile leads to colonialism, to imperialism and neo-imperialism in a world dominated by a foolish speculation financed by credit without collateral. In other words, it leads to a long train of crisis. (See Marx, Lafargue, Hilferding, Rosa Luxemburg and Lenin and well as a few others such a Sweezy, Braverman, Baran and Magdoff, on the specific problem raised by capital surpluses, which need to be invested outside their National Social Formation of origin; see also the theoreticians just mentioned for the analysis of over-production and under-consumption crisis.)
The apparent common sense of theses tables and curves points squarely to the ill-placed pride of these burdened donkeys who nevertheless tightly control the discipline with an iron fist. Together with the childish paraphernalia of incestuously self-conferred distinctions, including Nobel Prizes. Theirs is an unforgivable crime against the human intellect and against Humanity. It is a crime which future generations will not forgive. They are the self-chosen apostles of human inequality imposed by force: they must be swept aside from History’s stage once and for all. 

This conclusion is reinforced by the examination of the corresponding Supply tables and curves.  
2) The supply tables and curves

Here is the presentation of these tables and curves from Samuelson’s textbook (idem, pp 91 and 92)
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Yet it is here specifically, in the sphere of production, that the donkish side of this Marginalist hallucination reveals all its “genetic” and culturally acquired ineptitude.  
1) For it to have any sense at all, this supply curve should imperatively correspond to the cost of production augmented by profit. However Marginalists are not even capable to define profit homogenously, their bourgeois world being perennially upside down. Profit emerges only after the fact, via prices, that is to say that it reemerges using demand once more but surreptitiously. This is totally illegitimate; it is also redundant with the demand curve given previously, from the consumption side of things. The same problem persists when we are dealing with general equilibrium. This is indeed a lethal lacuna. Nothing can remedy it, not even Adam Smith’s attempt to explain returns (or profits) with a foray into early game theory (lottery and probability); this is because, once realized, prices are not probabilistic any longer while costs of production must be given ex ante.

2) However, let us abstract from this critique and let us suppose by hypothesis that the supply curve offered here would correspond not to “corn”, but following Marshall’s comment on Ricardo, which alerted the younger Sraffa, that it corresponds instead to all the agricultural goods entering into the reproduction of the workers. From this point of view, the curve should imperatively respect the data derived from the internal division of labor, as it is shown by Adam Smith when he presents his argument for the pin factory. It would thus have to account for the costs of production incurred by the firm before it reaches the market. In such case, marginal utility will be immediately confronted with the law of decreasing returns – i.e. the presumed logic of economy of scale. (Of course, the law of increasing returns is the exact opposite of the law of decreasing return above the optimal level. One will recall that Ricardo created an inextricable confusion over this matter, one further aggravated by Malthus, with his “development” of Smith’s and the Physiocrates’ law for agricultural rent. Indeed, contrary to Smith and to good sense, Ricardo single-handedly transformed land into an un-modifiable economic category, and thus one that would fatally become an irrational category from the point of view of exchange value, that is to say from the economic point of view as such.) Ergo: what is the optimal level from the stand point of production? Since we are dealing here with a same firm or industry, the inputs c and v are necessarily standardized (otherwise it would be impossible to determine quantities, production costs or prices.) This reasoning applies to the sum apprehended as exchange value of the crafts, Smith’s “simple” or “common labor” representing an oversimplification, but one that was well-intentioned despite his off-target diatribes against measures protecting labor (labor combines) and apprenticeship – Smith’s concept was in fact an anticipation, a primitive but nonetheless well-taken anticipation of Marx’s “abstract labor” and “socially necessary labor”, these last two concepts giving us the key for the understanding of all this confusion. It is equally the case when we consider different machines used for the production of a specific product (or a specific complex-product.) It goes without saying that this implies scientific controls and tight management of all the other variables proven to be crucial for production, such as labor time, punctual intensity, structural intensity or productivity; or even what I have called “social surplus value” and which the German sociologist Max Weber had confusedly foreseen, mystifying it at the same time, with his theory of “bureaucratic rationality”.  Consequently, this supply curve is fallacious: It is foreign to the effective optimum given by the very functioning of production with its internal division of labor. This is demonstrated easily when we re-establish the proper role of the variables just mentioned above, and thus their optimum structural ratios. Mobility of capital will enforce this optimum. This allows us to demonstrate afterwards, but independently from conjoncturally fluctuating prices, that when production time increases without a similar increase in v, the situation will rapidly become unstable from the point of view of the internal management of the firm; it will be even worse from the point of view of the position of the firm on the “market”. The situation would in fact be in contradiction with the very hypothesis of free competition conceived as mobility of capital, which would act faster on c and v and on their ratios than on the unitary price (or value) of the products. The relationship between effectively realized prices and supplied quantities offered by Samuelson are therefore fallacious through and through, they are nothing but epiphenomenal appearances “formalized” in abstraction of any scientific consideration. (I refer the reader back to Popper for this sort of “formalization” and for the associated positivist methodology, as well as to the Prigogine’s “new alliance” that this inspires “once again” …) What are happily mixed up with the greatest pseudo-scientific arrogance, so characteristic of long-eared pontiffs so confident to have morphed into the new “masters of the world”, are the main economic variables, namely time, intensity, productivity and “social surplus value”. It is truly pathetic. Yet, this authoritative brew serves in selecting the servi in camera who pretend to be economists! Here too, we are dealing with an un-describable crime against the human intellect doubled with a crime against Humanity. No one should ignore that the economic practices induces by this pseudo-science amount to a real systemic terrorism, one which unleashes an incredible poverty artificially maintained for the sole benefit of rich countries and their big enterprises. To which need to be added millions of death and many hundred thousand more death directly provoked by the so-called conditionalities and the austerity plans churned out by the IMF, the World Bank, the Paris and London Clubs and other such organizations, both public and private.
3) The differentiation between the technical aspect (quantities) and the price aspect of the production function is of utmost importance. Incidentally, this allows us to understand the vital importance of the division of labor understood along with Smith and Marx (that is to say both internally, as is illustrated with the pin factory, Taylorism and modern ergonomics, as well as externally, via the differentiation that occurs between enterprises, industries and sectors, and even sub-sectors). It should be underlined here that Fordism, which has been so widely discussed, is but one primitive infra-Welfare State and infra-Social State form of socio-economic distribution and redistribution. Yet no possible mode of production can tolerate a production function without reference to its diverse technical variables that characterize this division of labor (time, conjonctural and structural intensity, social surplus value.) Only thus can we understand and quantify, both in quantity and in exchange value (or price) terms, the essential ratios of the production function itself, most notably v/C, pv/v and pv/C, that is to say respectively the organic composition of capital, the rate of exploitation and the rate of profit. The ideological and political importance of this last remark will not be lost on anyone since so many charlatans of the first or second order have trumpeted the “end of the proletariat” (and of ideologies) on the basis of the dismantling of the Welfare system i.e. the turning of the clock on the “Fordist” heritage by the modern counter-reform launched by Reaganian, neocon neoliberals and Monetarists. (Usually in this peculiar cultural and academic world, some “awakened” types incestuously selected drivel more or less consciously, just to be immediately followed by the incessantly renewed pack of parrots, which unanimously sing from the same partition.) However, division of labor and Taylorization have never been as exaggerated or as invading as they are today. To cite only one instance, this is quickly demonstrated by the segmentation of the labor process and the online controls imposed on workers laboring in the call-centers or on the new production lines subjected to the rhythms imposed by robots and computer-controlled machines. Indeed, this is now associated to a frightening increase in the rate of suicides directly linked to these dehumanized working conditions. Let us first examine the problem from the technical point of view: If we try to comprehend productivity scientifically, we can readily see that the production function must remain quantitatively coherent. Let us note the product as p. If we have c = 80p; v = 20p; and M= 120p, it will follow that pv (call it surplus value or profit, it does not matter here) must necessarily be equal to 20p, any consideration relative to supposed market prices will never modify this technical necessity. The only way to change things will consist in lowering or increasing productivity, so that, for the same labor time, M will be either lower or greater. In this case, the organic composition of capital and the rate of exploitation (or rate of extraction of surplus value) will have to adapt to the new conditions. As I have demonstrated elsewhere, this is as much an arithmetical as well as an economical necessity, one which in its simplest form can be enunciated as such: Given an un-modified arithmetical sum divided into two equal parts, if one part is decreased the other must necessarily increase in inverse proportion. (All those who think that they can hide their obscurantist Marginalist and bourgeois gospel under a huge mathematical apparatus are only ridiculing themselves, at least as much as Gödel usurping and deforming the original and scientific work of Alan Turing, just to produce an indigestible soup deprived of any logical foundations; indeed an indigestible soup totally useless in practice and deprived of any known practical application. No possible mathematics can ever frontally contradict logic, of which arithmetic is the first and most vital formalization, founded on the rigorous treatment of precise units dotted with specific attributes. Admittedly, at times, this raises some difficulties as demonstrated by the problem of the doubling of a cube inherited from Antiquity, which Descartes could have resolved in a much simpler albeit less fertile fashion simply by readapting the accounting unit to make it coherent with the transition from the old to the new construction.) What about pirces? From what was said previously for the technical aspect, we can clearly see that any attempt to establish prices without any consideration for the quantitative aspect, which is but its vector, is doomed; it would merely represent an anti-scientific monstrosity committed more or less consciously depending on the persons involved. Yet, liquefying all factors of production (in money terms) amounts to the creation of false units of account. Indeed, these retain no relationship whatsoever with the real quantities destined to be evaluated in terms of supposed “market prices” (what is more “equilibrium prices” … with a nice visual schema to back it up…) Moreover, we should note, with some legitimate pleasure while thinking of Böhm-Bawerk, that in the absence of any reference to quantities, the Marginalist function of production displays all the shortcomings fallaciously attributed to Marx, in particular that pertaining to the ex ante/post hoc contradiction which opposes the prices of the inputs to the prices of the outputs. We would have: c + v + ? = ?. Or, given that the prices for M and those for c + v are established separately, it is best to throw this pseudo-theory in the wastebasket and its epigones to the street. Idem, when a presumed simultaneous resolution of equations is offered on the basis of the schema carefully crafted in Tugan-Baranosvky’s contribution, i.e. the “market of markets” based on the liquefaction of all factors of production.  (The paternity of the “market of markets” must go Léon Walras. However, we know that Tugan-Baranosvky had imagined a schema of reproduction comprising three sectors, one which had nothing to do any longer with the Simple and Enlarged Reproduction schemas offered by Marx in Book II of Capital; with the introduction of the third sector, gold, Tugan-Baranosvky was conveniently creating an artificial monetary unit of account which allowed him to resolve the problem, namely the one he had cooked up for himself (or, if you prefer, his personal adaptation of the problem according to Böhm-Bawerk and Bortkietwicz); this was done trough the setting of a quadratic equation, a formalization which provides a simultaneous solution if only you can come up with the same number of equations and of unknowns! Thus the substance of the problem inexorably dissipated behind the form, but with all the academic mouth-washing noise typical in such cases, including with Sraffa’s prolegomena. In such bizarre modes does life run its course with the bourgeois university and knowledge! We are indeed very far from the Thélème Abbey Ideal!!! Incidentally, I have written elsewhere that the situation appears to me to be even worse in physics, because even a lay person like myself can realize that the probabilistic definition of the atom and its electrons can only lead to the circus of quanta physics: A discipline that neatly gyrates “superbly” around itself, without even being able to account for 90 % - the current if optimistic evaluation – of its own object of study, while ferociously imposing its pretension to represent a scientific triumph, one that allows it to impose a conformity affecting both thinking patterns and the selection of research thesis … All of which, aside from trying to read Einstein’s easier critics, should entice us to look into the sociological origin of the theory itself …) That being said, the schemas dealing with the interception of the supply and demand curves are faulty for another reason: They must include unsold products, which do participate in the formation of prices and, more concretely, in the extreme and systemic waste intrinsic to the capitalist mode of production. Yet these unsold products do return on the market and pollute the sale of the new batches fresh from the production lines, via the presumed mechanism of the market (as we can see this turns out to be much more dramatic than the relatively benign but rational problem emanating from “different productive epochs”, given that the old values are necessarily revisited by the dominant value criterion for exchange value at any given (structural) time when they come back into the circuit of production-consumption-reproduction. As remarked earlier, this dominant criterion corresponds to the highest productivity. We can quickly anticipate what is demonstrated in the Second Part (see below), to wit that the epiphenomena pertaining to supply and demand are governed (over-determined) in a subterranean fashion by “social demand”, that is to say, in the end prices are over-determined by the forms taken by the Equations of Enlarged Reproduction offered by Marx in the Book II of Capital.  
4) Let us backtrack for a moment to the supply curve for a specific firm (or enterprise) at the light of the correct production function c + v + pv = M. Thus c + v are given ex ante, if you will, empirically; they are even given per force at their optimum structural level otherwise the capitalists concerned would quickly realize that they are losing their time; and wasting precious and costly materials as illustrated by Marx in his analysis of the use of machines (notably in Book I.) This remains true in a shortsighted Solowian view, even if the capitalist believes in a pre-Fordist fashion that the equilibrium point will only be reached once workers’ wages will be driven to the physiological level … (unfortunately, this physiological level is itself fluctuating .. .It is therefore far from offering an economic constant despite the murderous fancies proffered by Malthus and Co., or, in more recent times, by the redactors of the Report from the Iron Mountain with which the US Establishment cold-bloodedly theorized the return to a society characterized by a new salaried slavery and a new domesticity; on this issue see the Report itself (http://www.mega.nu:8080/ampp/ironmtn.htm; Note here that the belated tentative to present this report as a satire frontally contradicts the affirmations made by John Galbraith on his honor, and furthermore do strongly smack of “damage control”: Perhaps the publication of all supporting documents that were used for the redaction of the report should be made public since, after all, they do belong unquestionably to the public domain … unless they too were laid off  by the same vulgar satirist, who seems like a professional penpusher …) One will also refer back to Note 15 on John Galbraith in my third book entitled Keynesianism, Marxism, Economic Stability and Growth, accessible in the Books section of my site.)  This barbaric and pre-scientific point of view frontally yet illegitimately contradicts Keynes’s General Theory of Employment, Interest and Money (to say nothing about the dynamic version of Keynesianism attempted by Harrod.) It tends to aggravate the crisis produced by the capitalist mode of production. Let us quickly note here that Solow, in his 1956 article which won him the Nobel Prize (A contribution to the theory of economic growth), never did produce the least refutation of either Keynes or Harrod; he simply falsified the initial given of the problem, consciously or not it does not matter here (this would concern his conscience as well as the Nobel Committee who granted him the prize). He simply writes his production function in the following manner: Y = f(K,L) where L is supposed to be at one and the same time full-employment and effective employment at a given time … One does not need to have a profound understanding of Keynes to understand the inanity of this Solowian postulate. Let us, however, come back to the structural optimum level mentioned above: It provides quantities and costs ex ante. Indeed, bourgeois accounting is obliged to multiply its categories here in its awkward attempts to make sense of it all, in its downright practical escape forward: For instance, profit, interest, revenue, return, if not the infamous ROE or “return over equity” etc … We therefore are faced with the following situation: c +v +? = M, a situation in which costs would be partial and quantities entirely determined. For instance, for the prices: c = 80 euros, v = 20 euros, therefore M would be partially undetermined (yet in knowing fully well that no one can sell a product under its cost of production); and for quantities, we would have, c = 80 p + v = 20 p for M = 120 p. Which allows us to deduct pv = 20 p (notwithstanding the definition adopted for pv, in any case.) So that: a) If pv is superior in quantitative terms, then c must necessarily grow, otherwise the structural optimum level will never be met (This is grosso modo the case for the pathetical “work more” slogan presently used by reactionary demagogues in a situation in which the salary is already being paid by tapping increasingly heavily on the “differed salary” and on the “global net revenue” of households, the latter normally taking the form of public social transfers for universally accessible social services …) b) If v is inferior in quantity terms, then this tells us that something is amiss: However, in the  production world, as opposed to the comfortable mainstream academic seats, when things do not square up for too long in this silly fashion, people are just ejected outside the market without too much ado (so much for public policy…a pseudo-discipline self-servingly invented by these academic pitres.) c) Similarly, looking at it from the price angle, if 120 p do not correspond to 120 euros (or to the ratio quantity/price specifically determined by the prevailing organic composition of capital (v/C) and by the rate of exploitation, pv/v), it will be the sign that the entire micro and macro economic system (the general equilibrium) has gone totally awry. This being so, we can see that the points on the curve, far from being merely hypothetical, are not even empirical: They are simply fallacious (including from the point of view of economy of scale that technically can not simply fluctuate according to the more or less Keynesian or Harrodian mood of more or less honest “bastardized” economists…) One could object that punctually, in the very short term, demand and supply can oscillate irrationally. Yes, however this has no structural incidence since it will not affect the production function as such; this is because the latter must have a structural if not a conceptual signification, from the practical as well as from the theoretical point of view. Similarly, it will not affect its transition – more or less understood scientifically – from singular labor or capital to abstract labor or capital (which is effectively used in the “immediate process of production” despite, or rather, thanks to the internal division of labor) and thus to socially necessary labor or capital. This will then have a rather more sophisticated incidence.  Indeed, in the absence of a Plan, Supply and Demand, which should really be determined by the Equations of Simple or Enlarged Reproduction (therefore by “social demand”), will be polluted by an organic inflation imposed through prices: There is here a remarkable proof, and not a refutation, of the correctness of the Labor Law of value. This is simply because, as I have shown elsewhere (see the résumé in the Part Two below), these prices are merely the expression of the law of value, only they appear in the shape and form imposed by private property, which rests on social production expropriated by the private accumulation process. Under the epiphenomenon “price”, the phenomenon “value” (complete with its fundamental relationships) remains determinant. This is exactly what the Younger Marx said in his Parisian manuscripts of 1844 when he noted that the oscillations inherent to competition do cancel themselves out in the medium and long terms. Therefore, in the end, the under-lying economic logic must per force reside elsewhere. (Let us add that the verified variations between bourgeois epiphenomena and scientific phenomena become the object of mediations that take the form of class struggles. In simple terms, there will always be a possible capitalist equilibrium but, as enunciated in the second part of my Keynesianism, Marxism, Economic Stability and Growth it will be the equilibrium of the cemetery (of the kind copied by Dostoyevsky and later by the SS from the rabbinic malediction practices … but as we can see, despite all the pathetic “deconstructivists” it is not the “specter” of Marx who dances in these locations and in such company…) Such an a-social equilibrium prevails, for instance, when reproduction is concentrated on the satisfaction of speculative and purely monetary needs, instead of being concentrated on the satisfaction of the basic needs of all citizens, who are all equal under the law.

5) We have already touched upon the Ricardian and Marginalist congenital incomprehension of the problem raised by rent and scarcity. Pitifully, Samuelson tries to expedite this central problem treating it as a “paradox”. I already had the opportunity elsewhere to underline the fact that there exist two sorts of paradoxes. There are true paradoxes which do impose a relativization of the referents of the specific Universe in which we are moving; and there are fake paradoxes which only demonstrate a lack of logical and theoretical foundations for the paradigms or the reasoning mode that is being used. (Or, worse still, when dealing with the numerous rabbinico-massonic mystificators, like Gödel and so many others, the latter simply denote a blurring of the trails archaically destined to block the march towards scientific knowledge according to the old biblical sectarianism.) In effect, as I have demonstrated in my ecomarxism, bourgeois theoreticians understand nothing at all when dealing with socio-economic and environmental accounting. At best, they offer us “sustainable development” and “décroissance” or “reversed-growth”. The first is nothing other than an awkward and less than convincing tentative to reconcile capitalist logic with ecology. This is attempted with a demagogical remake of the “invisible hand” reformulated in such a vein, despite the precautionary principle. To wit: If there is a profit to make, ecology will find its place. But this concretely takes the form of “green certificates” together with their stock exchanges, which are all heavily subsidized by the States, despite their already patent fiasco, one that I had predicted from the very start! Idem for so-called alternative sources of energy, renewable but unfortunately intermittent and hazardous, except perhaps for the highly State-regulated nuclear option currently but unfairly demonized by pseudo-environmentalists qua reversed-growth apostles. Note the pathetic incapacity to operationalize the principle according to which polluters should be made accountable for their own pollution. It seems very hard if impossible to apply this straight-forward principle against private enterprises despite the extension of swaps to insurance by the bank Morgan when it dealt with the oil-spill caused by the Exxon Valdez, as is excellently narrated by Gillan Tett (2009). As far as “décroissance” or reversed-growth is concerned, it is possibly even worse. This is because the true goal of this baseless demagogy is to protect existing class and world disparities while maintaining the current philo-Semite Nietzschean distribution of wealth, as well as the ignoble existing “ecological footprints” which mainly benefit the demagogic propagators of this capitalist ecology together with their business and political masters. Unmistakably, they are all in line with the Club of Rome and its ancestor the Report from the Iron Mountain.  This comes complete with the guilt-inspiring gospel of environmental protection used to impose “disincentives” to the (basic) consumption caused by the proletariat: The instrumental goal here is to arrive quickly at the total reversal of those so-called “rising expectations” presumably nurtured by workers, and denounced as such not too long ago by a Trilateral Commission inspired by Huntington; that is to say by the very same pitre who inspired the “strategic hamlets” policy in Vietnam, as well as the clashes and actual wars of civilization with their long trains of preventive heavy bombardments and their liberticide internal (the 9/11 forgery and the ensuing Patriot Act) and external crusades (Afghanistan, Iraq, Lebanon, Sudan, Somalia etc, etc, etc …) At Copenhagen, the these apostles of asymmetric reversed-growth backing asymmetric global free trade will try to push their disincentive logic on emerging nations with the hope of arresting their autonomous development (added note: luckily they failed). Enshrining this disincentive Trilateral logic via the carbon tax equally goes hand in hand with the grotesques and criminal bailout plans destined to the private banks, with the fiscal shields, and with the billionaire bonuses, in a context in which the cement plants, huge known polluters, and other such industries would  be largely exempted. This policy is pursued despite the fact that 50 % of all the CO2 freed in the atmosphere in the rich nations comes from transportation on wheels, mainly cars, at a time when the established industries continue to asphyxiate the new technologies, such as compressed air plus an adjuvant, in the hope to preserve all the industrial clusters presently linked to the explosion motor (or, its replacement by the electric motor, as if the exploding excess electricity supply that would then be necessary to recharge the batteries would simply fall from the sky as manna, totally exempt from CO2 and from other gases causing green house effects.)

3) The tables and curves pertaining to the equilibrium point: point of interception and equilibrium.
Let us now examine how Samuelson presents the presumed equilibrium price via the intersection of both demands and supplies curves. (pp 93 and 94)
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Of course, the unification of both tables and curves presents all the cumulated defects already described. You can easily imagine what to expect from the operation of the “invisible hand”, that is to say from a socio-economical reproduction accomplished under such blind conditions. An operation well summed up by the Smithian formulation apparently endowed with a recondite good sense, according to which where there is a need to be satisfied there will emerge a supply to satisfy it; needless to say, this will only be feasible when the need in question proves its solvency, a prerequisite which understandably cannot be taken for granted! Especially when the solvency criterion is strictly interpreted in accordance with merchants’ criteria, in the private sphere, or even in the public sphere now transferred to the private sector. Or, worse still, the “invisible hand” is solely understood in the framework of the Marginalist apprehension of the “market of the markets” … according to an equilibrium logic resting on an (evanescent) physiological threshold … one that is perpetually drawn downwards through the secular liberation of the labor force constituting the Reserve Army of the proletariat. Unemployment, the secular liberation of the labor force, is caused by the constant search for an increase in optimal productivity, at least in the absence of a legal wall-to-wall lowering of labor time (free Sunday, paid holydays, 10-Hour labor day then followed by the 8-hour enshrined by the ILO, the French RTT (or Réduction du Temps de Travail), lowering of the retirement age, etc … Note that with the legal Reduction of the Working Week to 35 hours under the government of the “gauche plurielle” in France, the average weekly time worked including paid over-time was 39 hours; working-poor jobs were thus held in check while wage contributions (differed salary) and the fiscal bases (global net revenue) had increased, thus allowing for the reduction of all structural deficits as well as debts. At the same time, in the USA, with no such legal labor framework – and only two miserable statutory weeks of paid holydays instead of 4 or 5 – the effective average was 34,5 hours. It is even less now, the weekly average having fallen closer to 33 hours. Yet, thanks to Samuelson, Solow, Friedman and others of this sorry kind, the USA is taken as the model to emulate on this specific score: And, in fact, with all due respect, as far as simplistic, savage and obscurantist philo-Semite Nietzscheanism is concerned, it is … It is not sure that this regressive neo and theocon shad can last …Marx, Lafargue and Pacault cannot be so easily pushed aside: they have “reality and science on their side”! For more details on this argument see my site in particular Commentaires d’actualité.)
Despite all that was said above, the Chief donkeys go so far as to dare present us the Economic discipline in the form of the most puerile cartoons churned out by Disneyland (of course, taking into account the real ideological, philo-Semite Nietzschean sympathy of its original author.)

4) Admire by yourself (idem p 95) the lovely shifting of these curves to the left or to the right (at the light of the clarifications above): 
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Si, pour une raison quelconque, la courbe d'offre se déplace vers la gauche, le point d'inter-
section correspondant au prix d'équilibre remonte sur la courbe de demande, ce qui se
traduit par une hausse des prix et une réduction des quantités vendues.

Sila courbe de demande se déplace vers Ia droite, le point d'intersection correspondant
au prix d'équilibre remonte sur la courbe d'offre.




This cinema of the shifting to the left or to the right is not without interest from the Aesthetics point of view. Although it is a point of view probably incomprehensible to the rabbinic-Nietzschean Benjamin, here taken as the emblematic figure representative of bourgeois historism (or historicism), which was and has remained smugly rabbinical and philo-Semite Nietzschean through and through. Charles Baudelaire bares witness to this as he eventually freed himself from these shackles and false sekkhina, which never were for him anything other than a dialectical necessity, coterminous with the republican and egalitarian heritage of his République (see for instance Abel et Caïn or even Les litanies de Satan dans Les fleurs du mal.) On the other hand, he stated: “Je hais le movement qui déplace les lignes” (I hate the movment which shifts the lines). Of course, he was referring to a different Beauty, proper to a different mode of thought and of production, one still to come but magnificently announced by Rimbaud (see in Illuminations L’Eternité, a poem which transcends both the cyclical cosmology of Auguste Blanqui as well as the false artificial or spiritual emancipations, in order to better salute the social emancipation preluded by the Commune de Paris; see also the poem Fleurs where Rimbaud stages the natural gravitation of flowers around the “rose d’eau”, similar to that of prices around Value, if I dare allow myself this metaphorical generalization.)

We will note en passant that Samuelson presents here (p 95) his puerile illusionist schema without even taking the pain to refer to his earlier example featuring “corn”. This does not occur by chance; had he done so, his incredible supposition, “if for one reason or another etc …”), which is part of his commentary for the schema reproduced above, should have been illustrated by reference to real conditions (here, at a minimum, production conditions temporally coherent with earlier schemas.) This could simply not be done, because doing this would have confirmed all my preceding critiques, in particular those relative to the structural technical conditions of production (i.e. in Marxist terms: organic composition of capital and the corresponding rate of exploitation, of which all the rest follows in congruence with the Equations of Reproduction. You will have notice that we always present Marx’s Reproduction with an initial schema and a consecutive schema in which we coherently take into account the changes that have been introduced, such as variations in duration, intensity, productivity etc. But we apply the method of Marx’s historical materialism, not a positivist and Baconinan empirical kind, which actually announced the zapping console … for the intellectual disciplines taught in bourgeois universities. )

Conclusion.
If you prove ethically and intellectually able to epilogate on these donkish gibberish, while privileging an equilibrium squarely posited on the physiological level for the workers’, you could then aspire to the Nobel Prize in this “dismal science” currently globalized. Nonetheless, despite the Law of Great Numbers, current probabilities show that it would still be preferable for you to be a Jew, independently of your country of origin (we still do not know what to think about the choice to characterize oneself as “half-Jew” as was publicly done by the pitre Emmanuel Todd and others of this ilk…) It is best then to abandon in their hands this dangerous discipline worthy of patented illusionists, both intellectually and economically criminal; and to concentrate instead on the Marxist critique of classical political economy and on the ulterior development of the Marxist theory of planning. In other words, it is best to concentrate on new ways and means to respect the crucial distinction between the two complementary domains of necessity and of liberty, with the adequate social relations of production, or socialist democracy, needed to insure real equality among all citizens.  
Bourgeois economic theory in all its shapes and forms is to science what alchemy was to chemistry. But only in so far as is meant here that peculiar brand of alchemy that claimed to be “without a soul” (i.e. without a consciousness as Rabelais warned us). It is a brand for which quick silver had no utility except for the amalgamation of gold and silver and nothing else. Like these lost alchemists, bourgeois theoreticians go round and round, and yet they inevitably destroy the societies that they pretend to lead: This sort of people, once again over-represented in our societies, destroyed the USSR in less than 7 years, Italy since only 1992 and the United States since Reagan and particularly since the arrival to power of that G.W. Bush unfortunately surrounded by his numerous stateless coterie of criminal and illuminated crusaders, often in possess of the double citizenship, American and Israeli. 

Enough is enough. These people must now account for their crimes. 

In a forthcoming article, we will deal more specifically with R. Solow and his presumed critique of Harrod… We already pointed out elsewhere that the essential part of his critique sends us back to his peculiar function of production which he writes: Y = f(K,L) to which is added the role assigned to technology. This Solowian conception does not take into account the “liberation” of manpower produced by the increase in productivity, an increase without which technology would be meaningless in economic terms. Thus, many crucially relevant factors are thrown out of the scientific field of investigation: In particular, the creation of the Reserve Army. Yet, this is nonetheless essential for the understanding of the functioning of the labor market and of social redistribution, as well as for the understanding of inflationist phenomena and of the logic of Enlarged Reproduction; hence of the logic of work sharing through the cyclical reduction of the working week. Today, in the West, more than 10 % of GDP has been transferred from wages to profits, without any counterparts, not even in terms of the Reduction of Working Time (or RTT in French) and therefore the enhancement of universally accessible social programs, in a context in which part-time work (and the generalization of precarious, working-poor jobs among the labor force) is now creating an army of sub-proletarians (or, in Julius Wilson’s apt wording, an “underclass”.) The choice is therefore squarely between the Marginalist sharing of poverty among the people for the sole benefit of the dominant class, or the Marxist sharing of available work and of socially produced wealth among all citizens (Marx, Lafargue, Emile Pacault etc … See also Note ** and Note 15 on John Galbraith in my Book III accessible in my site) We will come back on this aspect. Here is in brief what I had noted on this very subject in my Synthèse de la critique définitive au marginalisme , February 2008 :
“3) Dynamic Marginal utility, productivity and technology according to R. Solow.

3i) Norms (i.e. duration, intensity, differences between fixed capital and circulating capital on the one hand and “used-up capital” on the other, solely useful to determine the organic composition of capital, and thus its degree of “productivity” etc.)  Marginalism implies a violation of all norms, in particular as far as labor rights are concerned. This is true even in its most standardized aspects – Bell curves – embodied by the Pin factory as it appears in Adam Smith. This was later developed by Saint-Simon, Proudhon and Marx and brutally re-elaborated in a technical manner by the father of the infamous “trained gorilla” F. Taylor. At best, Solow conceives human labor as a simple factor of production liquefiable to an extreme extent, including in the context of the global dominance of speculative short-term capital (Of course, this flies in the face of reality, see Marx as well as the concepts of livelihood and capitalist disembedding offered by Karl Polanyi.) In effect, what sort of competition can there ever be between a minimum hourly wage of 7,5 euros to which are added social contributions, and a hourly wage of 0,50 cents deprived of any rights, and squarely based on an average longevity of 40 to 50 years at best – i.e. the physiological level being itself elastic since it squarely depends on the civilizational level reached, pace Solow et al.? Unless, of course, this sort of philo-Semite Nietzschean competition does not have to be based on a “freely” entered labor contract, etc., etc., etc. …
3ii) This right-wing libertarianism is fraudulent: Believing that the Marginalist optimum is ideally reached through the physiological level, Solow thinks that he can do away with the critiques leveled by Keynes to Marshall and Pigou when he writes his function of production as Y = f (K,L). Yet for him, L corresponds both to full-employment and effectively employed labor: This is surely too much!!! (As Keynes has shown, there can be no real equilibrium in such conditions; indeed, Keynes added to his critique the fact that primitive Marginalism did not account for the temporal aspects linked to production and reproduction (lags), nor did it account for money or interest rates (i.e. credit, crisis prone speculation, the wished for euthanasia of the rentier etc, etc. …) With such a start, for the silly pitre Solow, full employment would be maintained only through the economic adjustment invariably done at the expense of wages (adjustment which are fatally always revised downwards as we will see, not only because of the pressure exercised by global competition – i.e. external influence – but mainly through the domestic effect pertaining to the liberation of manpower via the introduction of new technologies, necessarily more efficient and thus less labor-intensive…
3iii) Solow pretends to criticize the dynamic regulation model proposed by Harrod with the anti-Keynes fraud described above (Indeed dynamic regulation is his real bête noire. Furthermore, Solow believes that competition will be reestablished through a greater flexibility on the labor market, the destruction of the Welfare State, even in its minimal American expression, and thanks to world-wide asymmetric free trade…) However, given that he needs to maintain the internal dynamism of the system – fatally, without growth, the sharing of the cake become that more arduous … - he attempts to introduce technology. He can accomplish this only in an exogenous fashion (contrary to the organic composition of capital analyzed by Marx and which I have restituted in its scientific form). Moreover this is accomplished in an utterly contradictory manner. The critique levied against the absence of norms applies equally to economy of scale and to this Solowian exogenous introduction of technology. In fact, what would be the purpose of introducing a new technology if it would not result in the productivity increase of capital? That is to say, in a situation in which with more K and less L, one is capable to produce more M (M standing for the total production of a given commodity)? However, if such were the case, one would still need to account for it coherently (eg. the critique levied by Marx against Senior.): To wit, the same ratio capital/labor must be found as much in the total product as in each specific product taken separatly (and therefore profit can never emerge from the silly “Last hour of Senior”, or from the “last unit produced”, as is fancied by Marginalists.) Therefore, Marginalism as well as Solow are ontologically blind due to their crass and overarching incomprehension of the production process, in particular as indicated in 3i above.

But there is more: A real increase in productivity “frees” many workers (otherwise, for the capitalist boss the game would not be worth playing. If mutatis mutandis labor time and intensity increased instead of real productivity, this would have no lasting consequences and would resemble, at best, to a variation on the so-called competitive devaluations, maneuvers which only serve to quickly destroy both private enterprises and Social Formations. (See for instance present day Italy and the inept transversal policies conducted by such Dini, Ciampi, Tremonti and Co. …) However, no Marginalist-Solowian wage adjustment will ever resolve this endogenous problem linked to the introduction of new technology, simply because this implies the problematic of the absorption of the Reserve Army by new intermediary sectors, themselves part and parcel of the massification of new technologies (see Tous ensemble, Marx or even Alfred Sauvy on “déversement de la main-d’œuvre », if you will inter-sectoral transfers of the labor force.) These new sectors are themselves moved by the same logic leading to the secular increases in the organic composition of capital, thus causing more labor force to be “freed”. Consequently, in the end, the Kondratiev cycles will finally find their real meaning in these successive waves of introduction-massification of new technologies. State regulation remains therefore necessary if only to save capitalism from itself and from its “animal spirits”. Concretely speaking then State regulation is required to maintain some semblance of reproductive coherence, far from acute crisis situations engendered by overproduction and underconsumption (as well as by their pervasive and perverted causes-effects: One is here dealing with a strange “creative destruction” because, as shown by the “subprimes” crisis, it is far from true to affirm that when playing this speculative game some lose and others gain. Not only the sums or wealth implied are not identical, but some people do indeed lose their shirt, for the whole duration of their life …or what remains of it …Thus, unions as socio-economic agents should be able to negotiate on an equal footing with the bosses, including the State-as-a-boss, not only to preserve democracy, but equally to preserve a fair competition system that would not automatically be biased in favor of the Marginalist and Monetarist law of jungle (A lawlessness which today tends to be global in scope: Economic equilibrium reached uniquely through the downward adjustment of wages in the current global speculative economy, is truly admirable, ain’t it? Especially since through this soulless mechanism are pitted in direct competition the workers’ revenues independently of localization: On the one hand the First World household residual earning still divided into individual capitalist wages, global net revenues (social services) and differed salaries (unemployment insurance, pensions etc .), and on the other hand, the internal or external Periphery workers barely earning a meager individual capitalist salary in the criminal absence of any norms, even minimal norms of security on the workplace, not to speak of decent environmental norms etc …)

To conclude let us recall François Rabelais’s famous dictum which can be applied to
Marginalism: “Science without conscience is but the ruin of the soul.”  However the good Doctor from Montpellier knew fully well how to laugh over pitres and their lodges. 

Copyright © Paul De Marco 23 août 2009.

Notes :

* This plain lump-sum of labor ineptitude was offered after my Tous ensemble and the brilliant yet concrete demonstration of the feasibility of RTT by the Jospin’s government (although starting from different viewpoints.) Thanks to this twofold demonstration were definitively confuted the various bourgeois theories dealing with natural or structural levels of unemployment, as well as the third, though more Solowian, variation of the presumed equilibrium reached through the physiological level of wages, itself unfortunately socially and politically variable… These kinds of Nobel Prizes who fancy themselves to be infallible and authoritative pontiffs, selectively chosen, can apparently do away with the later major scientific contributions. It is enough for them to pontiffy as usual. However, this time around, this was done a bit too cavalierly and what is more at a very deplorable level, which needs to be denounced because it goes right to the heart of the economic problematic. M. Samuelson is able to speak of “lump-sum” in relation of RTT only because he was never able to see the difference between duration, intensity, productivity and planning (or fully-blown extraction of social surplus-value); he know precious nothing about productivity, which nevertheless is an intimate characteristic of the capitalist mode of production, one that signs its specific historical contribution (its historical “revolutionary aspect”, according to Marx.) Thus, this attitude is a-historical; indeed, which lump-sum can possibly be meant (aside perhaps for the famous version excogitated by Senior), when History plainly displays the march of civilization and elevation of the welfare of the people going hand in hand with the shortening of the working day from 12 to 10 hours and later to 8 hours and so on and so forth, not to speak of labor free Sunday, weekends, paid statutory holydays, and earlier retirement age? As we can see, these kinds of ineptitudes proffered and widely circulated thanks to the usurpation of a reputation and a Nobel Prize incestuously established and conferred, now cost far too dear to be ignored. Misery already weighs heavily on poor folks’ shoulders, there is thus little patience left for bourgeois ignorance and arrogance. (An update on RTT will be found in the Sections « Commentaires d’actualité » and « Economie Politique Internationale » in my site http://lacommune1871.tripod.com now http://la-commune-paraclet.com . The peerless but typical “refutation” by Samuelson baptized “lump-sum theory of labor” is available in     http://www.worklessparty.org/timework/samlson.htm or else in  http://archives.econ.utah.edu/archives/pen-l/1999m01/msg00577.htm .)  As far as we are concerned, we do consider the rejection of the scientific method, and its substitution with a presumed Authority, backed by the return of ideologically motivated selection processes, and by the Index, as a definitive civilizational crime. In fact, we consider this to be the most serious such crime since the imprisonment of Galileo Galilei, generously hushing here the Nietzschean, philo-Semite or less, more recent examples, all even more repugnant than this emblematic historical instance. 
** We are using here the term “hollow”. The term “crooks” (salauds in the French version) is precisely understood in Sartre’s sense (the great French philosopher who had to endure his Victor, alias Benny Lévy on his shoulders as a “Sheppard’s dog”, just like Jaurès had his Léon Blum (the ignorant and pitiful admiring pitre of the “race of Herder”), Russell his Ralph Schoenman, or even Nietzsche his Lou Solomé, etc. etc. Even Descartes, suspected of sympathy for atheism could not escape his Rosicrucian Leibniz, although for his part he was not too diminished in the process. I was temped to write “simpletons” (nigauds) instead, but then I would have been obliged to add the adjective “criminal” and this would have compromised the meter of the verse.  Never two without three: The third patented donkey is none other than the “eccentric” Milton Friedman, for his Monetarism. Although, he probably does not even deserves to be singled out in any fashion whatsoever. In reality, the Monetarist degeneration of the national monetary system, as well as of the international regime of Bretton Woods, is already entirely comprised within the original Marginalist simplification. From it, it consequently permeated the “bastardized” simplification renewed by Hicks, which then served as a starting point for the two Chief Donkeys mentioned here, both winners of the Nobel Prize. In effect, Friedman was rapidly surpassed in his eccentric criminality by all the financiers responsible for the derivative products (Among whom the criminal Jew Beresovsky, a mathematician and another small-footed Yeshov, who reversed my swaps theory offered in Tous ensemble, thus fatally accelerating the debacle of the system; without my intervention this would also have presented the risk to utterly destroy the rubble and the Russian Federation, right after the destruction of the USSR.) These typically over-represented people are equally responsible for the watering down and later the elimination of the prudential ratios, despite which they still pretend to be able to calculate financial “risks”! Including when they finance, at the expense of the public purse and ultimately on the back of the average taxpayer, their successive bailout plans for the sole benefit of private banks. And for the benefit of managers and traders who receive billionaire bonuses outside of any real governmental control over financial institutions, still left desegregated according to the destructive “universal bank” formula. We should underline that according to the BIS  (http://www.bis.org/publ/otc_hy0805.pdf?noframes=1 , 2007) there are some 596 trillion of OTC contracts and 58 trillion of CDS, corresponding to a real market value evaluated at 15 trillion. In such a system, American Jews, strongly backed on the world scene by so many other Jeffrey Siegel, were still churning half-baked arguments in favor of a rapid transfer in the hands of private investors and bankers, all self-proclaimed specialists of these new financial instruments, of the remaining savings still owned by the average households – including pensions. Of course, these new products are based on what I have denounced as “credit without collateral” (in the International Political Economy section of my site http://lacommune1871.tripod.com .) We are seriously confronted here with something more than just a crime against science, because it negatively impacts the livelihood of all the workers and the well-being of all Nations-States, particularly in the West, dragging them all inexorably towards poverty, ruin and wars.

*** Please refer back to Paul Samuelson, L’Économique, Armand Colin, 1964.     
**** Adam Smith, An Inquiry into the nature and causes of the wealth of nations, Edited by Kathryn Sutherland, Oxford University Press, 1993. 
PART TWO

The triumph of Marxism: Supply and Demand schemas reintegrated within the logic of “social demand”. 

Excerpt B) taken from the essay LEGGE DEL VALORE DI MARX: CONFUTAZIONE DEFINITIVA DELLE INETTITUDINI ANCORA EMESSE RELATIVAMENTE AL PRESUNTO CALO DEL SAGGIO DEL PROFITTO, 12/08/2008, not yet publicly available in its entirety.
Before going to the translation of the Excerpt mentioned above, let us first refresh our memory relatively to the Equations of Reproduction as they appear in Marx and Tugan-Baranosvky respectively. (See Tous ensemble for more details.)
Marx’s Equations of Simple Reproduction are as follow:

Given a system composed by two sectors, SI corresponding to the Means of production (Mp) and SII to the Means of consumption (Cn): 

SI  : c1
+ 
v1
+
pv1  = M1

SII : c2
+
v2
+
pv2 = M2

Simple Reproduction is the framework in which according to Marx all logical difficulties must be resolved before we consider Enlarged Reproduction, the latter merely being the dynamic form of the former. Simple Reproduction will be satisfied if the following Equations are satisfied; it should be remembered that Karl Marx successfully arrived at these equations after a careful critical reformulation of Quesnay’s Tableau économique in the light of his own labor law of value: 

c2 = v1 + pv1

M2 = v1 + pv1 + v2 + pv2

M1 = c1 + c2

Let us give the ratio v/C where C = c + v and which represents the organic composition of capital (It is a grave error, unworthy of the Marxist Law of value, to write this ratio as v/c, because in such a case one would not be able to distinguish between past or crystallized labor and living labor. With the organic composition of capital, v at the numerator represents living labor and v at the denominator represents past labor). Let us also give the rate of exploitation or of surplus value as pv/v. Thus the rate of profit will be written pv/C, that is to say surplus labor over the whole “used up” capital which appears under the form of constant capital c and of variable capital v. 
We then obtain the following possible variations for both sectors:
1) v/C identical and pv/v identical

2) v/C identical and pv/v different
3) v/C different and pv/v different                                                                                                     4) v/C different and pv/v identical (or more exactly pv/v in value terms different at the start but later equalized as pv/C identical to arrive at production prices. Those who are appraised of the so-called problem of transformation of value into price of production already know what we are referring to here. In any case, this will become clearer in what follows.)

These possibilities are only formal, they do not all have the same economic sense. Economic sense is found only through the coherent resolution of productivity as a form of extraction of surplus value. In any case, these variations must respect one condition, an identical rate of profit: At first sight, this is imposed through the mobility of capital from one sector to the other, in other words by so-called capitalist competition. However, as it appears with the correct formulation of productivity, this identical rate of profit is but an organic given that should be verified in any given economic system. 

Obviously, the first possibility refers to a particular case. As such it has no scientific value. The second has no acceptable structural sense, not even when we consider a conjonctural increase in the duration or the intensity of labor. This can be realized quickly if one adopts the Marxist habit to rewrite the production function on the basis of c + v = 100, a method which illuminates things at a simple glance. The systemic rate of profit would vary from one sector to the next something that would eliminate any commensurability as applied to labor. (Furthermore, from the point of view of capitalist epiphenomena, this would do away with the competition hypothesis understood as mobility of capital.) The fourth hypothesis tries to correct the second one: it was, in fact, the hypothesis used in the price of production schema in which an identical rate of profit is imposed externally – and redundantly – starting from the second alternative, a maneuver that allows outputs to be given in terms of price of production on the basis of a different ratio pv/v in value terms. 
Let us illustrate rapidly this so-called transformation of values into prices of production. The value schema is the starting point:

Value Schema SI: c 70 + v 30 + pv 30 = M 130 => pv/C = 30%

                        SII: c 80 + v 20 + pv 10 = M 110 => pv/C = 10%

Here the rate of profit would diverge but only to be immediately equalized by competition understood as mobility of capital; what would unfold then is an equalized rate of profit. Applying this to our schema we would have:

Price of production Schema: SI: c 70 + v 30 + pv 20 = M 120 => pv/C = 20%

                                               SII: c 80 + v 20 + pv 20 = M 120 => pv/C = 20% 

Comparing both schemas we can see that we would have input in value terms and output in price of production terms. However, as output must become input for the next round of production, we would then have a lethal logical contradiction. And indeed this would be true: Only that this lethal contradiction is born in full armor in the weak bourgeois spirit of Böhm-Bawerk, a pitre who invented for himself a contradiction between Book I and books II and III of Capital in order to claim the logical failure of Marx’s Labor law of value. Marx’s himself had nothing to do with this idiotic business. (One will note that the Masons in Marx’s time were scared stiff from the very start, simply because they had understood that Marx was operating with an exceptionally rigorous mode of reasoning, making no concession whatsoever to venal considerations. In such circumstances, it was then clear that their narrations and other tricks would fall one after the other, just like dominos; we know that they were right.) Of course, this price of production solution is incorrect: As was mentioned by P.P. Rey, on the basis of the La Pléiade edition, Marx offers it as a preliminary hypothesis in two letters addressed to F. Engels. In this crucial correspondence he was mainly preoccupied with the problem of land rent in Smith’s and particularly in Ricardo’s work. The crux of the problem dealt with by Marx, in the notes later used by others to form part of Book III, was the perversely confused concept of capitalist land rent invented by Ricardo. (In reality, as is obvious when reading the corresponding chapter in Book III of Capital Marx was still enmeshed deep within Ricardo’s mode of thinking; these sections of Book III antedate Book I which was personally written and published by Marx, sections in which he was mainly concerned with the scientific apprehension of the transition from the feudal to the capitalist mode of production. Feudal land rent made sense in term of the extraction of absolute surplus-value; a capitalist land rent different from capitalist profit caused a logical problem. And following Smith a very important political problem too, since to wage, land rent and profit did correspond the three main classes of society … At heart, the problem is that of the coexistence with dominance (or asymmetric coexistence) of various modes of production in a Social Formation where the most productive mode imposes its logic through the exchanges necessary for the its reproduction: It is clear that absolute surplus value extraction squarely based on duration cannot compete for long with productivity; it could not even compete through the savage pressuring of the peasantry. In any case, a day has 24 hours for all modes of production independently of their respective efficiency.) Be it as it may, Marx had already revealed in his Parisian manuscript of 1844 the fundamental shortcoming in Ricardo’s thinking: Ricardo’s land rent was based on the silent postulate of the invariability of land as a productive category. Thus, Marx’s quickly noted that it would then be an irrational economic category and, what is more, one totally foreign to historical experience. Marx went on noting scrupulously the concrete contributions of modern science to land productivity. One should underline here the term productivity: This is because in order to coherently introduce the Law of value in the Equations of Simple Reproduction, one must necessarily resolve the problem posed by productivity as the specific capitalist mode of extraction of surplus-value. Once this is achieved, the whole montage of the transformation problem of values into prices of production disappears like magic, revealing in the process the grotesque bourgeois-Masonic nudity and the grandeur of Marx. In the process, the generic problem of inputs given ex ante and outputs given post hoc turns back with a vengeance against the pitres who created it in the first place. Of course, Marx was not personally responsible for the renegade edition of the Books II and III of Capital completed by Kautsky et ali., in whom an aging Engels was forced to place his trust. Note that competition in the so-called prices of production schema would be redundant. Competition always acts in such a way that during the cycle of production which is considered, it will be neutralized precisely in the moment in which we will be able to write down the function of production, that is to say to size it “empirically”. When we do that, we already must have taken due account of the medium and long term effect on the oscillations caused by competition: writing a function of production is equivalent to taking its structural stabilized form (Even Marginalists consider only the equilibrium points …) This can be illustrated concretely: For instance, when we go from various employments or crafts as well as from other conjonctural variations like duration and punctual intensity, to “abstract labor” and to “socially necessary labor”. Idem when we go from individual and heterogeneous capitals and their fluctuations to “used up” capital in the process of writing down the crucial organic composition ratio, especially when dealing with aggregated schemas built on industries and sectors. One cannot therefore bring back competition as a correction and as an afterthought just to equalize the rate of profit and to obtain prices of production; this equalization must results internally from the value schema and its functions of production. But above all it must result from a value schema rigorously cogent with the Equations of Simple Reproduction as Marx’s had demanded. The complete solution was offered in my Tous ensemble. I understood later that aside from some higher pitres in Masonic Lodges, university professors, including those who pretend to be Marxists or on the Left, did simply lack the minimum theoretical knowledge necessary to follow and understand the originality of my demonstration. If one then adds donkish pitres like Bellofiore and Bertinotti who tried to preventively corrupt the concept of living labor as restituted in my Tous ensemble, one would quickly understand how the dominant classes are capable to negate the scientific, cultural and political autonomy of the proletariat as a class in and for itself. That is, as long as the proletariat – and the students – tolerate them in their midst. One would thus understand the usefulness of my related concepts of “lower clergy” and “servi in camera” added to that of “pitre”. This occultation, based on the grotesque yet paid ignorance and sell-conceited laxist academic and intellectual laziness, still prevails, particularly in Italy and in France.     

The third alternative does correspond to my elucidation of the theory of productivity formulated by Marx and rigorously reintegrated within the Equations of Simple Reproduction (RS). Still, one must respect the inversely proportional evolution that prevails between the two main ratios when productivity increases.

Productivity as such sends us back to the magnificent analysis of the forms of exploitation which constitute an important development of Book One of Capital, a volume totally edited and published by Marx himself. (These forms are: absolute surplus value which corresponds to duration, relative surplus value or conjonctural intensity, 
productivity or structural intensity and, last but not least, as I proposed on the basis of my understanding of Marx, “social surplus value”, which must characterize the transition away from the capitalist mode of production, as well as the post-capitalist modes of production. Social surplus value does away with the primitive understanding according to which socialism and communism would abolish surplus labor, squarely confused with alienation (alienation is the product of the reification of human labor to the status of a commodity, much more than the distanciation of the producer from his product through the inevitable operation of the division of labor. The remedy to alienation is socialism and communism, that is to say the recovering by the individual and by the collectivity of the full control over the Means of production and over the production process, as well as the collective and democratic control over the redistribution of the social surplus value.) In fact, in post-capitalist modes of production, the crucial element will be the extraordinary increase of surplus labor through ever increasing productivity and competitiveness, so as to secularly reduce the average working time actually spend in production of exchange values. Furthermore, with the help of planning and of socialist democracy, post-capitalist modes of production will have at heart to develop a collective control of production and of the allocation of wealth socially produced, in other words of social surplus value. This being done alongside a careful distinction between the realm of economic necessity and the realm of liberty, this last including both social and personal liberty. Indeed, this is the crucial element which always distinguished and sometime opposed individualist and petit-bourgeois anarchists and authentic communists qua disciplined anarchists, placing themselves in the perspective of a collective becoming necessary for the blooming of individual personality.)

A greater productivity means that one is able to produce more products of a same type during a similar working time with the same labor force given in use value terms, though not with the same physical number of workers. However, on the basis C = c + v = 100, in terms of exchange value, v would diminish while c will increase thanks to the use of the best available technology and organization of work. This is faster illustrated than briefly described (see Tous ensemble). Let us then illustrate: It suffices to take an initial production function, say c (80) + v (20) + pv (20) = M (120), and then introduce a variation of v/C while keeping M’ = M in exchange value terms but of course with a greater quantity of the specific commodity produced in M’ corresponding to the increase in productivity. For instance, let us consider a productivity increase of ¼; we then would have c’ (84) + v’ (16) + pv’ (20) = M’ = 120 euros but ¼ of products more than in M. In quantity of product terms v’ = v given that the productivity is up and the unit price inversely lower. To think productivity through out displays an enormous advantage; namely, it forces us to think in terms of the Marxist Labor law of value, taking into account simultaneously both exchange values and quantities, or if you will both exchange value and use values, something which, in fact, represents the great and lethal dead angle of all bourgeois theories, particularly Marginalism. With bourgeois economics everything is liquefied in money terms.
The inversely proportional ratio that prevails between the organic composition of capital and the rate of exploitation when mutations occur with regard to initial conditions, pertain to both an arithmetical and an economical necessity. It is productivity, the form of extraction of surplus value inherent to the capitalist mode of production, which allowed the historical-theoretical revelation of this secret, thus permitting to transcend the categories used by Aristotle as well as by Smith and Ricardo and others, thanks to a better understanding of the commensurability prevailing between all commodities, included labor force conceived as a commodity. It follows that the equality of the rate of profit is determined homogenously according to the logic of the law of value, at least for a given “universe” (to use Franck Ramsay’s contribution), or for what Marx called the “moral” conditions of the mode of production, that is to say its civilizational conditions. Marx obviously used the word “moral” in the classical sense found in the expression “moral sciences” thus distinguished from the so-called hard sciences. Neither the younger Marx nor the mature Marx ever dreamed to replace the law of value with some kind of ethics, and even less with some kind of “morality” so-common with the secular lower clergy pitres who, in any case, always end up as over or covert renegades … After all, the young Marx had already settled matters with his great predecessors, in particular Kant and Hegel. Productive parameters can sometime change, yet the law of value remains in its adapted historical form of expression: Natural or socio-economical (class struggle, revolution) cataclysms can of course induce a permanent transformation of these relationships, without however affecting their internal logic. This should indeed become the object of historical research, for instance through the rehabilitation of the law of value in the work of the Annales. At least, the Annales as they had prevailed before the arrival of the pitres Braudel, Wallerstein and Co. who always dream of the corner shop of the druggist, the butcher and the tailor as paragons of (formal) liberty, no less, in a authentically regressive spirit. In doing so, they consciously belittled modern contributions, most notably those induced by the Résistance, as if these had not added anything concretely valuable to the natural right philosophy which inspired the Physiocrats and Adam Smith. To say nothing about the pre-Chicago Boys oblivion with which they shroud the undeniable and preponderant existence of the multinational firms (or, in American jargon, the “Big corporations”) which had already been saluted by the F.D. Roosevelt’s New Dealers, in opposition to the bankrupt Hooverian “rugged individualism”, as an historical necessity in need of a counterweight that could only be found in the strengthening of the negotiation rights of the workers (i.e. unionization and collectives bargaining.) … As we know, these sorts of people perpetually dream of “returns”, sometimes advocated as “ascending returns” … Something which is never more than a typical reversed plagiarism of the “ricorsi” formulated in Giambattista Vico’s Scienza Nuova, themselves inspired by the secularization of the Spirit by Gioacchino da Fiore over which the rabbis, desperate to justify the crusades, did build the endless obscurantist gobbledygook of Jewish kaballah, used in lieu of the oral biblical tradition so dear to a Scholem … As we know, the Calabrian Abbot Gioacchino was convinced that the true Jerusalem was to be found in the human conscience (I use here the French word, the English equivalent “consciousness” being more ambiguous.) This was an ethico-political and cultural stand that abolished in a single shot, without too much ado, all the bellicose and venal preaching by Saint-Bernard, his Templars, the Popes and the rabbis with their financiers, be these last individuals or micro-State like Venice. We know that the forgiving of past debt to the ruined nobility in exchange for the participation in the crusades help raise the necessary armies, but always with difficulty. Of course, Palestine and the Southern shore of the Mediterranean Sea were controlled by Islam since Hegira – aside from Priest John’s Ethiopia. But they happened to represent the lucrative finishing halts of the Silk Road, and thus of the most profitable international commercial routes of the time, in particular for priced spices …If you will, in “religious”, “cultural” and commercial terms, spices had the same economical significance then than oil and gas do have nowadays.) Today, the Annales are totally infiltrated and led astray by Braudel and Co., people very different from a Marc Bloch, one who did not burry himself in a library, waiting for events to clear up, when the time of truth had arrived. This example demonstrates the absolute necessity to rehabilitate historical materialism, that is to say the historical method illustrated by Marx in the Class struggles and the Civil war in France as well as in the better know 18 Brumaire. This method, based on a preliminary investigation method, applies to history as a scientific discipline the knowledge derived from the theoretical exposition laid out in the four books planned for Das Kapital, namely Book I, the forms of extraction of surplus value; Book II, Simple and Enlarged Reproduction; Book III, class struggles, redistribution and politics as illuminated by the first two books; and finally Book IV which was supposed to present the critical history of political economy itself. Otherwise, it will be faster to transform all History Departments and other such, in branch-plants of the Chicago University, erecting a vulgar Léo Strauss as a (“nouveau”) philosopher, if not a “maître à penser”! Enough truly to end up as Nietzsche intimately wished for the French! (Elsewhere since the very early 80, I had summed up this matter in two essays just to be accused of being “obsessed with the law of value” by academic ruffians masquerading as thesis directors and whose syllabuses claimed that “one should do for today what Marx had done for his time” (In retrospect, we can appreciate the cultivated ambiguity: as it were, Marx’s contribution was now deemed obsolete, and the world was anxiously waiting for their own… But done in what spirit? Because innocent students who were duly paying their tuitions fees could not avoid taking these professorial claims at face value…) Among these fakes, one particularly idiotic and conceited donkey even commented in writing that my essays lacked “a structured plan”! Disgusted with it, I withdrew in good standing and registered elsewhere: but I was now isolated so that finally this sorry criminal crew and their masters managed to exclude me administratively in the most illegal fashion possible, and eventually even had to lie under oath during a legal interrogation. Yet, they knew to be institutionally protected.). This, in brief, was the plan of these two essays: A) Historical materialism (ontology, epistemology and methodology) : a) Dialectic of nature dealing with distincts  (A leads to B but the reverse is not true); b) Dialectic of history dealing with opposites (A is the opposite of B and vice versa); c) Overall dialectic or historical materialism proper where Man appears as a fundamental “contradictory identity”, dynamically uniting the other two dialectics in the respect of Vico’s three basic realties, namely nature, fictions (or intellectual constructs) and history (or Human institutions); historical “becoming” being the first concrete concept as even the young B. Croce agreed. Among other things, this presentation recovers the materialist aspect of Marx’s dialectical method, while doing away with the propagated obscurantism of so-called “unity of the opposites” by which pseudo-Hegelians (or rather post-Mannheim’s practitioners of bourgeois sociology of knowledge) remain prisoner of Aristotelian categories and thus help discredit Marxism and the dialectical methods. Note that Marx’s historical methodology allows for a scientific apprehension of the world and does not confuse the investigation method with the exposition method, given that the specific “concrete-in-thought” for each specific and legitimate object of study, cannot be given outside its historical development. One case in point is political economy as it evolves from, say, Aristotle to Marx. Only the capitalist mode of production clarified the role of human labor in explaining the production process and thus the commensurability of all commodities between themselves, the force of labor now appearing as a commodity itself in the labor market and through the “free” labor contract. Aristotle enmeshed within a slavery mode of production raised the correct question (to wit how is it possible that one can exchange a tripod for a bed, thus establishing an equality between two very different things? Smith and Ricardo understood the role of human labor but as we saw above failed to understand profit and thus failed to scientifically explain economic commensurability. One can also see that historical materialism is superior to the irreconcilable duality of bourgeois science, typically divided between hard sciences and social sciences. For instance, look at the dialectical relationship between productive forces and relations of production: it is not enough to say that the former can be understood through hard and empirical sciences, begging the question about the latter; both can and should be understood scientifically according to their own dialectics and in their interrelationship: For instance, Marx noted how the development of Descartes’s mechanics was tied to the development of merchant capital and early capitalism. B) Historical materialism (theory): a) relations of exploitation (real and formal, that is the extraction of surplus-value and the corresponding labor contract and labor code) b) relations of distribution (strict and large) c) juridical relations (i.e., redistributive “epochs” given by the class struggle; including asymmetrical dominance of modes within a given Social Formation and its “insertion” in the World Economy) d) historic comprehension of the parameters of the universe considered (if you will the “moral” aspect of Marx as opposed to the primitive and in reality meaningless “longue durée” of Braudel.) This is particularly important for the study of modes of production both diachronically and synchronically to borrow two distinctions from Daltung and to take into account the best work in Modern anthropology and ethnology (PP. Rey, for one – in the English tongue see Foster Carter on P.P Rey …). Modes of production are characterized by the dominance of a form of extraction of surplus value and its possible epochs. Yet, before the advent of the capitalist mode of production, absolute surplus value dominates as much as the agricultural sphere. Obviously, this requires some other elements to be found in the relationships listed in Ba, Bb and Bc above in particular the formal and real elements of relations of exploitation (thus Marx had started to analyze primitive communist modes, Asiatic modes, slavery, feudalism) To this are added other subterranean parameters: cultural and scientific advances (or retreats): for instance domestication of plants and animals; the harness; land rotations etc; and civilizational advances or retreats (slavery vs serfdom etc.) Following Prehistorians, we could then objectively distinguish between Eras (Paleolithic, Neolithic etc); civilizations, and epochs. We have already said above that Kondratiev long cycles are merely an effect of capitalist massification of successive waves of controlled technologies. As you can see we are here a far cry away from the pretentious but vacuous and indefinable bourgeois “longues durées” of a Braudel … Yet, who teaches and what do they teach?          
In his historical writings Marx operationalized his labor law of value. For instance, he developed the concept of “industrial capitalism” taking over as the dominant fraction of capital from banking capital, something which anticipates the later development by Lafargue, Hilferding and Lenin concerning “financial capital”. We are a far cry here from the sociological category founded at best on the “work of the laborer” conceived as a temporal comparative tool by Jean Fourastié. Indeed, within a single mode of production we can rationally distinguish between different “epochs” of redistribution dominated by a specific fraction of capital. Similarly, Marx, offers us a concrete and detailed analysis of the development of formal bourgeois institutions, thus – aside from the usual anachronistic alienation to vocabulary – opening the road to the critique of the “popular conquests”, a process which leads to a very circumscribed Social State, one totally deprived of any real possibility to initiate a transition outside capitalism. Marx also offered us an analysis the essential democratic difference between the legal dictatorship of the bourgeoisie for the benefit of private property, and the “dictatorship of the proletariat”, thought out as a constitutional and legal regime willing to guarantee the material equality among all citizens as the sine qua non condition for the free flowering of the personality of each citizen. For Marx, the dictatorship of the proletariat was to be a constitutional regime just like the dictatorship of bourgeois law, which only defends private property. It thus has nothing to do whatsoever with modern totalitarian dictatorship which truly and historically emanates from the philo-Semite Nietzschean pretension to artificially mould individuals while actively falsifying History and its equalitarian becoming (The first such modern dictatorship was that of Mussolini who rightfully claimed to be the Great protector of Jews up until … 1938 … having been nurtured and paid by their dominant philo-Semite Nietzschean section, including one of his mistress (to wit the Italian Jewess Margherita Sarfatti.) As for the method used it did and does not even spare etymology for either the rabbis, Nietzsche or Heidegger; this discipline is in fact tortuously developed with the clear purpose of falsifying the etymological and philological method leading to historical becoming in the works of Vico-Hegel-Marx, if not of Pythagoras-Socrates-Plato.) We know that Heidegger having notoriously remained the cherished master of Hannah Arendt, a fact which goes a long way in explaining her pitiful confusion: Marxist and Communist “becoming”, even for comrade Stalin, was a question of general historical becoming, one mode of production transcending another through class struggles, but according to economic and historical laws, rather than through artificial fabrication based on a pseudo-religious and or Masonic obscurantism and will to power. This also appears with a blinding clarity in the controversy between the Jew Marris (supposedly a great linguistic expert) and the authentic communist Stalin, who was concerned with the preservation of the multinational diversity of the USSR, while strengthening its citizen and socialist unity, relative to linguistics and, more concretely, to the question of nationalities. Be it as it may, Stalin, the specialist of the question of nationalities in a soviet space which contained more than one hundred ethnic groups, was not among those who tried to alienate everyone with the ex nihilo invention of a language, or with the intention to start from a dead language while presenting it as the supposedly divine alphabet and the salt of the Earth … see Stalin’s own illuminating text on this subject in www.marxists.org . It would also be useful to note here that Stalin’s text on socialist planning does unquestionably represents the best contribution on the subject since Book II of Marx’s Capital. Stalin had to deal with a still partially confused law of value, particularly when it came to the insertion of productivity within the logic or Simple Reproduction; yet, he acknowledged very clearly the importance of technical innovation for production, but also for the accelerated increase of the well-being of the proletariat and of the people in general. Stalin was not the dupe of the problem posed by land rent (and the class this supported.) Furthermore, he had perfectly understood the importance of agricultural and food as well as energy surpluses in order to accelerate accumulation and the socio-economic and cultural development of the USSR. Too many ill-intentioned midgets, particularly among the clique of the philo-Semite Nietzscheans who assassinated him, despite Stalin unequaled contribution to the heroic struggle that freed them from Nazifascist camps, perpetually like to dirty those who had contributed to their salvation, again and again, and always oblivious to the logic of exclusivism despite the crucial teaching of Marx’s Jewish question . See Economic Problems of Socialism in the USSR, February-September 1952 in http://www.marxists.org/reference/archive/stalin/works/1951/economic-problems/index.htm ) 
When it comes to the law of value, one must carefully note that it does not only concerns history or the need for a rigorous methodology in order to be used instead of the comparatives sociological analysis mainly developed by ethnologists employed by the intelligence services of the colonial powers who were always eager to understand their “enemy” from the inside, in order to better divide and conquer them, and sometimes to better convert them to their own presumed “superior” modernity. What is truly at stake is the future of humankind and socialist planning. That is to say, as underlined in the Excerpt offered below, the necessity to develop a socialist form of accounting and socialist statistics rigorously anchored in Marx’s Law of value and Equations of Reproduction.
Let us now consider the pseudo-algebraic and probably unconscious hoax initiated by Tugan-Baranovsky in answer to Böhm-Bawerk’s critic of the law of value (i.e., the so-called transformation problem.) The pseudo-algebraic solution (see below) had a long and proteiform career. It influenced Bortkiewicz and all the Marxist pseudo-academics after him (without, however, affecting the Bolsheviks, in particular those who, like Lenin, had really read Capital and known Paul Lafargue.) It equally influenced Piero Sraffa. Although, in an occult fashion, it also influenced the Marginalists’ way of looking at the “market of the markets” (Léon Walras) on the basis, if you will, on the heuristic basis, of the three sectors schema proposed by Tugan-Barnovsky. Note in passing that the introduction of the monetary market, which alone permits a simultaneous resolution of the given set of equations, now artificially written with the same number of unknowns, or general equilibrium, contributed to an aggravation of the original Marginalist mystification relative to the genesis of profit. Profit and interest are irremediably confused, although interest must derive from profit without the reverse being true. In so doing, bourgeois economics places itself in a situation where it cannot distinguish between real economy and speculative economy. Yet, it still insist in rewarding risk as a priority; this is because it is the unique legitimizing possibility for profit that bourgeois economist, as ideologues, like to acknowledge. In this way they do not have to be overly preoccupied with the primitive accumulation that leads to the expropriation concretized by private property! This circle becomes quickly infernal, particularly since the financial market is now functionally desegregated and global. Today, philo-Semite Nietzschean cosmopolitan finance has invented a typical method for itself: It pays the greatest bonuses to the traders who exhibit the riskier behavior on the Stock Exchanges; yet, this game is played with various montages of heteroclite products which send us back, more often than not, to other montages of montages. The theory of probabilities should then teach that in such a situation it is strictly impossible to calculate the risk inherent in each “instrument”, even if its peculiar composition were known, which is far from being the case. At best, what can be achieved is to detect wide probability zones that are more or less risky, something which does not, in the least, permit to detect chain reactions before they occur; nor to really predict their magnitude when they do occur. If, on top of that, you add the castle of cards built on shifting sand represented by the CDS and the OTC, then it becomes hopeless. It will remain hopeless even if you are sanguinely ready to ruin all the Western States in the process through various bailout plans destined to save these really criminal cosmopolitan financiers, always without personal collateral (particularly in term of their ability to produce exchange value.) All those who actually pretend to be able to calculate the risk posed by these financial instruments should first understand the difference between profit and interest, and then quickly proceed to revise what Leibniz said about the utility of probability for scientific knowledge … In the end, it is not the speculation on the stock exchange, nor the invention of derivatives which constitutes the fulcrum of the problem. This is because bourgeois economy is organically speculative, although it is always the salary mass that is fallaciously the victim of all attempts to jugulate inflation. Of course, the dominance of short-term speculative capital, with its pretension to earn astronomical and thus unsustainable ROE (return over equity) does pollute and weakens the whole system by way of a sabotage of productive capital. Yet, crisis always remains ontological to the capitalist mode of production: First, cyclical crisis occurring when speculation distorts the real economy (that is to say, when interest eats up all the profits.) Second, systemic crisis occurring when the contradiction between overproduction and under-consumption is confronted with the structural contradiction that pits the development of productive forces against the development of relations of production. In this respect, the latent desire of the bourgeoisie to initiate an impossible “return” to a society of new salaried slavery and new domesticity (see Note ** and Note 15 on John Galbraith in my third Book.) only reveal the definitive loss of the revolutionary drive, which had characterized liberalism, a system of thought that had remained Censitarian, without ever totally shedding its origins firmly anchored in the natural right philosophy. In such a fashion it clearly displays the loss of its economic and cultural hegemony. True, this does not signal the “end of History” but, more importantly”, the end of the bourgeoisie as the dominant class.

Let us now examine Tugan-Baranosvky’s own schema. As I was the first to show, this square invention by Tugan-Baranosvky has nothing to do whatsoever with Marx, nor with political economy. His schema exemplifies a positivist reformulation (an anticipation of the donkish ineptitude of Karl Popper, if you will, as well as of the “new alliance” à la Prigogine) of a problem falsified since its inception – namely that of Böhm-Bawerk concerning the alleged contradiction between prices of production and values. This reformulation is cooked up in such a fashion that it allows the writing of a quadratic system with as many equations as unknowns. A simultaneous solution is thus possible. It is a pure bourgeois substitution of substance by form, of the kind that prevails for human formal rights… Tugan-Baranovsky introduces a third sector, Gold, thus showing that he too had never understood much of the crucial distinction between a general equivalent (money) and the universal equivalent (the exchange value of the labor power, the only factor of production capable to make use of other factors of production in order to create new exchange values; it is thus common to all, including to itself as a commodity, and can therefore serve as a universal economic measuring standard.) Here then, is Tugan-Baranovsky’s schema which is supposed to assure “reproduction”:

c1 + v1 + s1 = c1 + c2 + c3

c2 + v2 + s2 = v1 + v2 + v3

c3 + v3 + s3 = s1 + s2 + s3

The third line represents the production of Gold, which is supposed to correspond to money and profits. In this ideological occultation, the capitalists are necessarily guilty; however the academic, paid with public funds, are twice as guilty!  

In the Excerpt that follows, we will show how no thinkable model staging Supply and Demand can ever make abstraction of Marx’s Equations of Reproduction, that is to say of what can be called here “social demand”, due account being made for quantities as well as for exchange values. Incidentally, this has the added advantage to make us better understand the difference between relative price, value and fake bourgeois units of account.

Excerpt: value, ‘market price” and social demand.        

We will expose here the overwhelming inanity of bourgeois economic theory without sparing any possible variation. We will first present the purest schema corresponding to social demand in value terms; then we will present two principal variations of the bourgeois and Marginalist schemas of supply and demand. This approach will definitively expose all the contradictions inherent to this bourgeois theory of exchange, which pretend to be scientific in the hope to legitimize the absolute domination of commodity and that of the corresponding bourgeois socio-political order. For given identical products, Means of production, noted as Mp here, the first variation will consider the sequential sale of the Mp, so that those which belong to the most productive enterprise will be sold first, total sales being determined by social demand which continues to impose itself albeit in a subterranean fashion. A stumbling block to avoid is that which pertains to batches. Here the sale sequence and therefore the batch is dictated by the cycle of reproduction, that is to say, by the social demand rather than by the sole socio-economic condition residing in the difference between respective productivity. We thus will have a batch by cycle: This being said for those who would be tempted to emulate the Marxist critique to Senior in the present context in which we are situating our discussion. Evidently, if systemic conditions remain unchanged, it will suffice to prolong the reproduction during at least two cycles (or more) while treating each of these as batches. The second variation will consider the supposedly scientific (if not entirely realist) situation dear to the Marginalists and to the other epigones of prices, as arrived at through the “market” established as the new god-king: We will therefore suppose that independently from the technical conditions which prevail within the respective functions of production, all the Mp are brought to the market at the same time, thus imposing a unique sale price, in other words, a price determined by the “equilibrium market price”. The very sad inanity of this theory will then appear in the full light of day; in the end, the ineptitude embodied in so-called competition will be exposed. (Competition is quite redundant given that it is already accounted for in the very act of writing down the production function. This is true for the inputs but equally for the technical, organizational and social conditions presiding to the establishment of the ratio of exploitation, and therefore also of the rate of profit, this last being carefully kept distinct from the volumes of profits.  Let us recall that as soon as 1844, Marx underlined the following evidence: Since the effects of competition are naturally neutralizing themselves in the medium and long terms thanks to the mobility of capital then, necessarily, economic logic needs to reside somewhere else …) 
Contrary to Jean-Baptiste Say’s affirmations, induced by a wrongheaded reading of Ricardo’s monetary reform proposals, economic science cannot do away with the basic equality that must prevail between the components of production, and its end result, a problem that had bedeviled Adam Smith when he found himself at a loss to explain the genesis of profit on the basis of his labor law of value, even when he went as far as including an reward for the owner of the means of production (capital or land) for risk taking. (Let us assume c + v = M like Adam Smith did. If the fruit of production equals past labor embodied in capital plus the wages of the workers, quid of profits?) In fact, J-B Say had misunderstood the pro-Rothschild project contained in Ricardo’s monetary reform. (Sraffa’s edition of Ricardo’s works is unanimously acclaimed and rightly so. However, here is an aspect typically glossed over, forcing one to carefully read between the lines. Financing the Napoleonic Wars caused the explosion of the debt in the UK, a debt financed with the help of the Rothschild House backed by its American subjects such as the Morgan. This was also done propagating false messages relatively to the Battle of Waterloo, a rumor that allowed Rothschild to buy all the State securities sold in a panic by the most credulous investors. This was perhaps the single most crucial development in the extraordinary enrichment of the English branch of the Rothschild House. However, in time of war, it is particularly hazardous to transport large amounts of gold across the Atlantic Ocean. Better then to rehearse the old trick consisting in the recognition of a debt payable to the holder and written on an easily transported piece of paper; a branch or a trusted banker in the destination is all that is needed to make the system efficient, given some bilateral traffic. Ricardo was a Jewish trader who made a fortune emulating the Rothschild, particularly during the Waterloo episode; he then converted and married an English woman to penetrate the UK Establishment and the Westminster arenas where legislation was passed. With his paper currency he thus proposed the generalization of the old banking trick, but in so doing he was careful – as is still the case in Italy, today – to leave the “central bank” necessary to mange the system squarely into the hands of private bankers. This had an enormous legitimizing advantage because the so-called central bank easily passed for a purely national institution, in any case for one that was precious to serve so-called national interests.) 
Returning to J-B Say it is obvious that he had happily forgotten the most crucial element: namely, for the “paper currency” to acquire a credible economic role the unique hope was to be immediately convertible into Gold, aside from obtaining the State guarantee to become legal tender. And yet, this was only a partial solution as Marx quickly did demonstrate, because it simply replaced a metallic general equivalent with another general equivalent in the form of paper currency. It did this without understanding the determination of the value of both by the universal equivalent, represented by the exchange value of labor power. Say’s views were faulty in another way. He boldly affirmed that supply precedes demand; this gross ineptitude, thought off to replace social demand and therefore the logic of the Equations of Reproduction with the priority given to the microeconomic production function, was quickly taken up by Léon Walras, despite the severe and definitive critique Marx had already levied against Say’s typically circular reasoning. It is but an illusion to substitute exchange with two distinct and opposed forms of selling and buying, or supply and demand. In effect, one will soon note, underlying it with a red pen, that the real economic problem does not lie with the unit price of similar products belonging to the same production batch, but instead with the very possibility to exchange commodities in general, which supposes the commensurability of diverse commodities among themselves. Or, to phrase it differently with reference to the classic example, the possibility to exchange a tripod against a bed as Marx notes at the beginning of Book One of Capital in reference to Aristotle and to all economists before himself. In fact, everywhere and always, the production of an alienable surplus precedes exchange, while every possible exchange is necessarily bidirectional, to a demand corresponding a supply, both sending us perennially back to a specific form of the division of labor, even a primitive one, as is magnificently illustrated by barter-trade and even more illuminatingly by mute barter-trade, a phenomenon well known to anthropologists or to the readers of Aeneid. Nonetheless, the distinction between supply and demand is not invalid; but it only facilitates the comprehension of the historical form of division of labor, as well as the monetary mediation forms (shells, metals, paper, electronic money etc…) which allow the realization of the products in relative autonomy from the rhythms of production-reproduction; or even despite the existence or absence of credit and its degree of historical development. Consequently, this sends us back to the dynamic of social demand that is to say to the unfolding of the Marxist Equations of Reproduction. In reference to the false simultaneous resolution by Tugan-Baranosvky, we have shown here in what kind of silly ineptitudes this will lead us; they are in fact ineptitudes which have nothing to do any longer with the economic and socio-economic real world. They lead to a fallacious separation and liquefaction of markets, markets which, in any case, still need to be harmonized by way of a pseudo-general equilibrium, implying a “market of the markets”. 
We will present the argument here in some detail with the hope to put a final stop to all these ideological and baseless ideologies, entirely deprived of any scientific foundation whatsoever. In effect, we are convinced that the substitution of the hallucinatory heuristics, which is so intimately tied to the supply and demand diagrams, with the Marxist concept of “concrete-in-thought” inherent to Simple Reproduction will represent a civilizing advance of foremost importance, given that it will allow the reformulation of a solid “common sense”, firmly anchored on unquestionable and thus necessarily social scientific bases.

3iv-b) Value and social demand after an increase in productivity.

Let us assume first a situation corresponding to Simple Reproduction (SR) that respects Marx-Bukharin’s Equations. Let us assume an 8-Hour “working day”. To simplify without betraying the subject, let us also assume that the cycle of production is equal to the “working day” in both sectors. (It suffices to think of rotations in order to understand the rationality of this simplification: In fact, for products or complex-products, for sectors and sub-sectors, rotations differ without implying anything in particular as far as the whole reproduction cycle is concerned. This is therefore not a conceptual problem at all, but instead a problem for the setting up of proper socialist statistics, which still desperately long to be invented on the basis of Marx’s Equations of Reproduction and applied to Socialist Planning.) Furthermore, let us assume two enterprises only for each sector; each sector will produce one identical product, more precisely Means of production (Mp) in SI and Means of consumption (Cn) in SII. (In our graphic representation we will only provide one line in SII, insuring that it will respect the Equations of Reproduction, but only because this can be quickly understood as the average for two similar enterprises producing the same product in the same conditions. It actually does not matter here, because the variations that we will subsequently introduce will only concern SI.) For each sector, the product is considered identical or perfectly elastic (we will ignore for the time being the residual concrete differences induced by brand names and by the respective reputation of each firm, by design and other such variations…) Moreover, we assume that C = c + v = 100 so as to permit a quicker comparative reading of the micro-economic equations. Here then are the schemas corresponding to SR:

Schema A corresponding to the starting point of our analysis (the line given in bold characters provides values, the other line gives us quantities in relative terms, that is to say in Mp, including for SII; the translation of one set of relative terms in another set of relative terms (i.e. Cn in SII) or in value terms does not raise any particular problem when the fundamental ratios presiding to the functions of production, namely v/C and pv/v, are coherent among themselves.):

SIa) 80 + 20 + 20 = 120
80Mp + 20Mp + 20Mp = 120Mp

SIb) 80 + 20 + 20 = 120
80Mp + 20Mp + 20Mp = 120Mp

SII 80 + 20 + 20 = 120
80Mp + 20Mp + 20Mp = 120Mp 

In order to illustrate more easily the mechanism proper to social demand as the determinant of the coherence of the SR Equations (therefore of exchange value) but equally of price (and therefore of organic inflation), we will translate value in relative terms. Thus, we will provide quantitative terms in Mp form simply because we will introduce the change of productivity in Sector I, the Mp sector. This doesn’t change anything: In this Schema A, which denotes starting conditions, the organic composition (v/C) and the rate of exploitation (pv/v) are uniformly equal in both sectors, so that 1 Mp = 1 Cn = 1 euro. Later it will suffice to take into account the productivity ratio, which also provides the exchange value ratio among the different commodities here considered. 

Let us now see what happens when the organic composition deepens by ¼, in S1a, that is to say when for the same “working day” ¼ more commodities are produced in S1a, which will thus have a proportionately inverse unit value. 
Schema B in Mp terms after a ¼ increase in productivity in SI:

SIa 84 16 20 = 120
105Mp 20Mp 25Mp = 150Mp

SIb) ?
SII) ?
80Mp 20Mp 20Mp = 120Mp 

We will now examine how to complete this schema. We have here nothing less than the  triumph of Marx’s concept of “social demand”, against all the bourgeois pretentious trivialities illustrated by competition or supply and demand (always in need to be harmonized later in a reproduction or general equilibrium setting, thanks to the miraculous and haphazard intervention of the “invisible hand”). This includes all pretensions entertained by petits-bourgeois theoreticians, from Tugan-Baranosvky to Bortkiewicz to Sraffa, Emmanuel Arghiri and many others. And, of course, without forgetting all the ridiculous Diafoirus of “economics” who actually pretend to better the supply and demand diagrams by pretentiously calling to task nothing less than chaos theory; see on that subject Note 9 of my Third Book.)   
Let us assume that C1 and C2 for SI and C3 for SII are taken on the basis of C = c + v = 100. We then need to be careful not to confuse the capital letter C, equal to (c +v) with small letter c, corresponding to constant capital.

We know that C1 is given as well as c1, v1 and pv1.

Are also given C3 and c3 + v3 + pv3 (since their contribution in Schema B has not change with respect to what they were in Schema A)

By way of the Equations of Reproduction we know that c3 = (v1 + pv1) + (v2 + pv2)

This being so, v2 + pv2 = c3 – (v1 + pv1) (or 80 – 45 = 35) in Mp terms (Mp being used as the specific general equivalent or as the unit of account) 

We equally know that v2 = 17,5 (since pv2/v2 = 1 ergo 35/2 = 17,5

As the technical conditions in S1b did not change, we also know that:

v2/C2 = 17,5/C2 = 0,2, thus C2 = 87,5

Ergo c2 = C2 -17,5 = 70. (In fact v2/C2 = v2/(c2 +v2) = 17,5/70 = 0,2)

It only remains to establish the monetary mediation (the lines representing value); it is given by the highest organic composition. Incidentally from this can equally be derived the method to calculate organic inflation, at least when we drift away from the schemas in which value naturally predominates, for instance in the framework of a planned economy (Note that we also obtain the correct way to calculate constants prices, thus to rationally compare both diachronically and synchronically on the basis of values. The sole unexpected surprise can come from changes in moral conditions, in other words in civilizational criteria; this therefore becomes a matter to be dealt with by recourse to the historical method, more particularly historical materialism. This is because all other variations, included historicism, are demonstrably inferior to the scientific method developed by Karl Marx, this being said without excepting the Ecole des Annales at its best, that is to say before it fell in the hands of such as Braudel, Wallerstein and Co. These alternative methods always primitively empirical and/or subjective do not even come close to Marx’s on that specific score.)    
In this alternative then values and prices are identical. 

Here is then the Schema B en terms of values–prices after a rise of ¼ in productivity. In the case at hand, there is no difference between value and price. Yet, it is already important to substitute the specific general equivalent (i.e. the Mp) by the general equivalent given in money term, which is here squarely based on the exchange value of the labor force. This allows us to restitute the schema in values-prices, that is to say in coherent economic terms, including for SII, obviously respecting the respective value-price of the Mp and Cn between themselves, according to their own productive conditions.
SIa 84 16 20 = 120 euro
105Mp 20Mp 25Mp = 150Mp

Sib) 56 14 14 = 84 euro
70Mp 17,5Mp 17,5Mp= 105Mp

SII 64 16 16 = 96 euro
80Mp 20Mp 20Mp = 120Mp 

64Cn 16Cn 16 Cn = 96 Cn

The term value (here equivalent to price) is given in euros according to known conditions, i.e. the fact that the organic composition in S1a has gone from v’/C’ (0,16)/v/C (0,2) = 16/0,2 = 0,8. This last amount also represents the new value of the Mp based on the new exploitation ratio, which is naturally the inverse, that is pv’/v’ = 1,25. We will have 120 euros for 150 Mp in S1a, and thus 1 Mp = 0,8 euro.) The value of the product is determined by the industry dotted with the highest organic composition of capital, that is to say, with the most elevated productivity, one which naturally becomes quickly hegemonic on the market. In realty, this more productive industry will dominate via the volumes of sales, the rate of profit remaining organically identical through and through (systemically) for all enterprises, industries or sectors involved, in an ex ante fashion. This necessity is equally imposed at the epiphenomenal level by the mobility of capital. Let us note quickly, though this should be obvious to all those who understand productivity, that there is no tendency to a decreasing rate of profit (if at all, this would be a situation encountered at a very preliminary stage before the establishment of the function of production (the counter-tendency also analyzed by Marx would have played its role …), one which can only be given structurally and never punctually. Indeed this is how the corresponding investigation chapter in Book III of Capital intends it. In Book III it would have and indeed does not have a place.) This TDRP (tendency to a decreasing rate of profit) can only be a stupidity incompatible with the totally elucidated Law of value, that is to say coherently worked out within the framework of the Reproduction Equations. One will perhaps remember that Destanne de Bernis was never able to find the most minute “empirical” trace of this TDRP, and not surprisingly so …! Evidently in Sector II (two) one must translate the Mp in Cn, an easy thing to accomplish, since we know the organic composition of both sectors, and thus the relative value of the Cn with respect to the Mp.

We have here the purest schema of social demand. It should be clear that once we have resolved the problems pertaining to the variations in productivity for the Sector I (one), we also have resolve the problems pertaining to social demand in general, since for Sector II (two) deductions are even easier to arrive at; indeed we have c3 = (v1 + pv1) + (v2 + pv2)

In the Schema B we know many things in terms of value (translated in terms of the relative value of Mp taken as the unit of account; but this time around we have the insurance that it is not an odd unit of account, and moreover not one that needs to substitute itself to a strictly non-determinable value as is the case with Sraffa or Emmanuel Arghiri etc. Note that Sraffa’s “commodities producing commodities” is only a tentative to integrate labor force or more precisely the Marxist “socially necessary labor” into his simultaneous equations schemes, but without respecting the genesis of profit equivalent to surplus value. Not surprisingly, the attempt was bound to fail: But, gosh! What an uninterrupted flow of reified rubbish did we get from this “commodity basket” from the so-called neo-Ricardians, especially once Sraffa was no more …! At least Sraffa himself was conscious to be at a prolegomena stage …) We know that the conditions in S1a have changed and we also know how. We equally know that the conditions in terms of value in SII have remained the same as before (moreover we have postulated a used production capacity of 100 %.) We also know that the organic composition of capital in the S1b enterprise did not change, so that only the time and relative (or punctual) intensity of labor can change. Using the Equations of Simple Reproduction of Marx-Bukharin, we can thus deduct the data relative to S1b, taking into account the equilibrium determined by social demand. This becomes the key for the understanding of prices, that is to say for the understanding of organic inflation, a phenomenon later corrected with reference to constant prices (Needless to say, here it would not refer to the fallacious constant prices given by bourgeois theories, these last having recourse to a senseless average, but it would refer instead to the hegemonic value imposed by the highest organic composition of capital.) Provisional end of the Excerpt.
On the basis of this Excerpt, and thanks to the variation prevailing between S1a and S1b we can see the deviations produced by all forms of competition. We can see this notwithstanding the fact that sales might occur differently in the market. This is due to the privilege afforded by the superior velocity achieved in S1a, or, alternatively, to the fact that all Mp will be taken together simultaneously to the market, blindly so to speak. In these cases, the market price will vary although the organic ratios given in value will remain unchanged, but will do so in an organic inflationary way that will need to be accounted for later in order to arrive at constant prices and to be able to conceptualize a good monetary policy – one which surely has nothing to do with the monetarist salads mixed with “supply-side economics.” (also known since Reagan-Friedman’s applied version as “voodoo economics”.)
It should be plain for every one to see that the less productive enterprise has no change to prosper on the market: Its inferiority, similar to feudal rent hegemonized by capitalist rent (or, more precisely, agricultural profit), will manifest itself by the volume of sales of an identical – or elastic – good, sold at a lesser price due to higher productivity, which in turn will unleash the laws of motion of capital, in particular the concentration and centralization of capital, which will impose themselves with an iron necessity. Reverse Schumpeterism which aims at the artificial fragmentation of property and capital does not solve anything. It cannot even delay the general movement and, what is more, it never affects transnational private corporations, concentrating instead uniquely on the crapulous and ideological destruction of State enterprises for the benefit of private crooks tightly nit to the existing philo-Semite Nietzschean regime. This remains equally true for the destruction of government-owned utilities and enterprises and for the artificial and highly State-subsidized creation of small green and ecological pseudo-entrepreneurs. The latter are in fact very useful to the existing regime as perfect little sectarian and petits-bourgeois demagogues, entirely converted to the virtues of “desincitation” applied to the basic consumption of the proletariat. Indeed, this crew is never too concerned about their own “ecological footprint”, nor about the heavy subventions which alone render them competitive (check the green markets and you will promptly have many examples on how markets far from being imposed by natural laws are just the artificially sustained  creations of class politics…Need we talk about the carbon stock exchange?) Anticipating a little, we can already underline the fact that the logic of capitalist accumulation is mainly concerned with the constant search for the greatest possible productivity in order to force the competitors out of the market; it is therefore mainly concerned with the laws of motion of capital. This explains why the Antitrust never was and never will be more than a demagogical oxymoron, without any real impact, similar in that to the so-called “people’s capitalism” or the capitalism of small shareholders and managers (these last fraudulently opposed to the owners of the means of production as witness to a democratizing trend within capitalism! On this subject see in particular Domhoff.) In reality, the Sherman Act was born during the transition, described for instance by Stephen Heymer, from family capitalism to national capitalism, while its reformulation under the second Roosevelt merely went hand in hand with the affirmation of what Heymer characterized as the transition from national to multinational firms. This was a heavy historical tendency that had already been described by the best New Dealers, like Means, as early as the Twenties as the coming of age of the “Big Corporations”. It was an ominous tendency which politics and industrial relations had to ponder with the legalization of “counterweights” so as to arrive at an acceptable form of “industrial democracy” (John Galbraith inherited this topics from his experience during his youth.) Obviously, this included strong unions and collective bargaining duly regimented by the national labor legislation (and its international prolongation via the ILO.) Under FDR the CIO leader Lewis imagined the catchy slogan: “The President wants you to unionize” and was backed by Wagner’s legislative push, among other things …
Let us now return to our Excerpt. Let us consider for instance the following schema which introduces one possible form of supply and demand. We will quickly see that, contrary to the grotesque vulgate crowned with so many Nobel Prizes, if one wants to play that “market” game, more than one schema is possible. This remains true even if we accept the hypothesis of perfect competition, so that the standard presentation is equally fraudulent when seen from this angle. 

“3iv-c) Value and social demand according to the Marginalist Supply and Demand mechanism when an increase in productivity of 1/4 happens in only one enterprise or industry in Sector I.

In the purest example, that of value given above, we apply a realistic rule: The most  productive enterprise imposes its price on the market; the others which produce the same products have no other alternative but to follow the pace, for instance by increasing the length of time worked, by taking short-cuts, and in definitive, by vanishing from the market, unless they themselves can induce a structural increase of their own productivity; or, alternatively, if they can benefit from an extra-economic intervention which mutatis mutandis will only delay the fatal outcome of this competition marked with the seal of Social Darwinism. Taking a closer look, the theory of Supply and Demand appears as a complete ineptitude, one that should never have been allowed to enter textbooks. The most central economic problem is the exchange of different commodities, and certainly not the selling mechanism of identical goods taken in isolation from all the rest. We are thus forced to approach this pseudo-theory in the most scientific manner possible through the examination of its own most plausible hypotheses and their falsification. These new hypotheses tested against social demand unfold from the demonstration of the total inanity of the usual presentation, for instance that offered by Samuelson already examined above. Consequently, we will start with the examination of a market price corresponding to the average of Sector I (in which all enterprises are supposed to produce the same commodity.)     
From the same initial Reproduction schema, let us assume an increase in productivity of ¼ in the enterprise or industry corresponding to S1a, while the organic composition of capital remains unchanged in all the other enterprises and sectors. For the rest, the same assumptions as before apply (working day, production cycle, used production capacity etc ….) Yet, before having recourse to the “ over-determined” mechanisms of social demand (just to render homage here to the great Louis Althusser), we will see what happens when we try to move away from the fallacious stage of the bourgeois supply and demand curves … later abandoned, in any case, by these bourgeois theoreticians themselves to the providential (sic!) action of the “invisible hand” … Indeed, this is done every time one needs to establish the general equilibrium. (Of course, this includes the version conceived by Léon Walras as the “market of markets”, one which needs to be ontologically liquefied to operate. And yet, the real economic world needs to harmonize quantities (commodities) and qualities (values or prices.)
Schema C (this schema is first given in Mp terms, only after will we introduce the variation which carries us from values to prices through the bourgeois working of supply and demand. To read it correctly, one needs to apply the same procedure deduced from the earlier schema, in order to complete the schema in quantitative terms. The rest will then follow easily from our hypothesis concerning one unique price for the Mp according to the quantities precisely determined by the Equations of Reproduction. Finding the Cn in SII is then a simple question pertaining to relative terms. Here is the result): 

SIa: 92,647 17,647 22,0588 = 132,353
105Mp 20Mp 25Mp = 150Mp 

SIIb: 61,7647 15,4411 15,4411 = 92,647
70Mp 17,5Mp 17,5Mp = 105Mp

...............................................................................................................

(SI) : 154,4117 33,088 37,5 = 225
total):175Mp 37,5Mp 42,5Mp = 255Mp

................................................................................................................
SII: 70,588 17,647 17,647 = 105,8823
80Mp 20Mp 20Mp = 120Mp

Thus it seems at first glance that the supply and demand mechanisms are not at all transparent (or rational) when we confront them with the over-determination by social demand. Nevertheless, we will pretend for a while to remain within the partial and obscurantist world of capital, in which reality walks on its head. Let us try to take the average for Sector I, which amounts to base ourselves on the organic conditions (organic composition and rate of exploitation) of this Sector I (See line SI total in Schema C)

What interests us here is the structure induced by the change in productivity. We will have v’/C’ (0,17647) over v/C = 0,882353. This equally represents the price of the new Mp. We will automatically have pv’/v’ = 1,1333 that is the inverse of 0,882353.
The value is naturally conferred by the sector gifted with the highest organic composition of capital. We will thus have: 1 Mp = 0,882353 and 1 Cn = 1. 

That being said, we can now obtain the organic inflation rate (not to be confused with the structural inflation linked to the Reserve Army (RA) already dealt with in Tous ensemble.) This rate is caused by the intermediation of competition conceived as supply and demand, instead of having a bilateral exchange Mp = Cn realized with the intermediation of value, which would impose itself in a sequential manner, simply by giving priority to the most productive enterprise. Here, it would seem that the provenance or chronological priority of the Mp does not matter at all, given that the market price corresponds to the average. (This amounts to saying that all Mp, essentially identical or greatly elastic, are brought at the same time to the same “location” or market just before the initiation of the “criée” so dear to Walras, if you will …) In reality, the process never unfolds exactly in this fashion; there are good chances that the commodity produced in the most productive conditions will arrive at the market sooner, thus benefiting from a priority in the selling process (over and above the other differentiating variables tied to labels, the firm reputation and such …) Indeed, this remains true of “future” markets. Let us pretend nonetheless that things unfold as capitalists tell us they do: In all cases, the inflationary intermediation will always bring us back where we should be, that is to say, to social demand. What this means is the following: Either the less productive enterprise will produce less, as the orders don’t come in, or it will remain stuck with too much unsold stocks. However, these unsold stocks will disappear from the Reproduction space, unless they are reintroduced in the selling process as “commodities from different epochs”, thus aggravating things further, as far as prices are concerned, as demonstrated in my Book III. This problem becomes obvious, in the next round, in relation with the new value which naturally corresponds to the socially necessary labor expanded during the period necessary to reproduce it, although it will be distorted by the organic inflation aggravated by the weight of the unsold stocks returning on the market.)

Here organic inflation would be equal to 0,882353/0,8 = 1,102875.

Knowing this information, we can then assign the price to each commodity. For instance, for c3. This strategic c3 was equal to 64 in the prior system; it is now equal to 64 x 1,1029413 = 70,588.

This result is not indifferent because it opens the door to the computation of productivity in an empirical but correct fashion for enterprises, industry and sectors (and for the general system of reproduction, that is to say for the considered national or supranational Social Formation.) It also allows us to correctly measure organic inflation, making it possible to correct it having recourse to constant prices; these constant prices will really refer to values instead of the fallacious bourgeois averages approached uniquely through the establishment of an average price, corresponding to a base year posited as the year of reference or index = 100. Moreover, we see that this will change the manner in which value is calculated en lieu of the bourgeois index given as “purchasing power”, a concept which is fallacious through and through as it is based on the capitalist accountability (GDP etc. Try to compare the spending for Health care in a socialist country with the merchant accounting of the USA; even comparing the latter with bourgeois but public health system does make a difference … ) In turn, this capitalist accountability corresponds to fallacious consumptions (including in the sphere of credit and speculative credit.) 
Obviously, this does not entirely settle the general problématique of inflation, which also needs to take into account the difference between real and formal (or social) salary masses – the latter taking into account the Reserve Army of the proletariat (RA) and the level of support of the inactive labor force by the active labor force.) A task which concerns the Central Bank, as much as the control of the so-called imported inflation (Imported inflation can include all of the above, especially if the rate of exchange of currencies is abandoned to a global capitalist market …)  
Quid of S/D? (supply/demand)

As we have seen, supply is never independent from social demand, which in turn, does not depend in the least on the mysterious and haphazard operation of the “invisible hand”. The so-called “invisible hand” is but a belated and secularized providential bourgeois mechanism, one that is only able to induce a systemic economic irrationality (i.e., social production for private accumulation independently of real human and social needs), as well as considerable wastes, which are never susceptible to be controlled by bourgeois economics, not even through the stupidly restrictive management of stocks and just-in-time practices.

Mp1 and Mp2 (in S1a and S1b) are considered identical or at least exhibiting a very strong elasticity. This is rather far fetched considering the reality of the market and its procedural or spatial organization (Polanyi speaks of “markets” in the plural; marketing and publicity revel much else … Fortunately, bourgeois textbooks are here to reassure the students, thanks to a preliminary lobotomy, often achieved at the cost of very high tuition fees paid to private universities …)

In our Schema C we can immediately know the optimum supply for a production cycle by adding the product of S1a to S1b (150 Mp + 120 Mp.) We equally know that the price can never fall below the lowest cost of production (otherwise this would lead to a certain bankruptcy for the concerned enterprise.) Remains to determine the selling price. It is exactly here that do originate the fallacious hypothesis of Jean-Baptiste Say and those of Walras, or those included in the supply and demand curves proposed by Alfred Marshall. This has nothing to do with the selling price taken “in the long term” as is usually repeated, parroting the excellent preliminary note from Marx in the Parisian manuscripts of 1844, but more precisely for the duration of the reproduction cycle under analysis, one which cannot be taken in abstraction from social demand. We saw that the latter can be determined on the basis of the organic initial conditions, including the given fact concerning productivity increases in the setting of the Marxist Equations of Reproduction. 
It remains to establish the monetary mediation corresponding to the specific mechanism chosen to concretize the effects of supply and demand. (As far as I am concerned I prefer the solution based on sequential bilateral exchanges according to which the commodities produced by the most productive firm reach the market sooner …However, as we know, yet without any desire to succumb to a second rate Kantianism, if phenomena were evident there would be no need for science…. If the S/D mechanism and the associated mechanism imputed to the “invisible hand” were capable to induce a simultaneous micro and macroeconomic equilibrium, we could avoid reading Das Kapital or we could avoid having recourse to economic planning in order to correct the most grievous lacunae inherent in the capitalist mode of production (lacunae which fatally unfold from its “animal spirits” according to Keynes …) Or, indeed, we could avoid transcending the capitalist mode once and for all with a superior rationality that would respect the harmonious relationships between Nature and History and between productive forces and relations of production (these being conceived as both republican and egalitarian relationships.)
We have seen that when we have recourse to monetary mediation in a rational fashion, the creation of organic inflation follows, but can still be controlled because its genesis is no longer shrouded in mystery. Here, as in the case pertaining to land rent, that is to say the case dealing with the coexistence under dominance of various modes of production (or, if you will, the “asymmetric coexistence” of modes of production), the production of value (that is to say the monetary form deprived of any inflation) is conferred by the highest productivity rate. Quite simply, increasing working time cannot compete with greater productivity expanded during the same length of time. Therefore, the value scale will be imposed by the exchange value of the most productive labor force, labor force being the unique factor of production which can act as a universal equivalent between all commodities in a given system.

We will add two remarks here:

1) If S1a would sell 150 Mp for 0,8 euro each and S1b 105 Mp for one euro each this would bring 225 euros total; at the end of the process the unit price would effectively be equal to 225/255 = 0,8823529 euro, in other words the composite unit price for the Sector I.

2) We can then call this schema, schema of the sectoral value or even, in order to avoid any confusion, schema of the sectoral price. This is not indifferent since one can interpret it as displaying a crucial element for the development of socialist statistics, a highly strategic domain that is still underdeveloped. To wit: Depending on the study of the social demand mechanism, one can understand the industry starting from the Sector, and even, for that matter, the enterprises themselves, which do aggregate in a given industry. We can do that reassigning to each industry that belongs to it the respective fundamental ratios (v/C and pv/v) which predominate in each.

Let us add a few words about the inflation phenomena, which in any case are never able to erase the over-determination exercised by the fundamental ratios (v/C and pv/v), that is to say, exercised by labor value. To the organic inflation exposed above one needs to add structural inflation born in the management of unemployment, and thus of the monetary mass. Let us recall some key elements already exposed in Tous ensemble. If we suppose the usual initial schema, namely: 

S1a : 80
20
20
= 120

S1b : 80
20
20
= 120

--------------------------------------

S1 : 160
40
40
= 240

___________________________

S2 : 80
20
20
= 120

The monetary mass (here with full employment) will be equal to the salary mass.

Since there is full employment here, the social monetary mass will be equal to the salary mass (taking due account of rotations this becomes necessarily equal to the total product.)

Rotations are given by the sum (C/v) + (pv/v) of total capital (which is given by the summation of the different sectors.)

RA (or the cost of the social support of the “Reserve Army” of the proletariat) is here understood as the sum emitted to finance the maintenance of the labor force still able to work but reduced to unemployment “for no cause of its own”. This sum and its mechanisms send us back to the specific forms of the capitalist State, namely the liberal State, Social or Welfare State or the Advanced Social State. In this sense, these can also be called the reproductive “epochs” of the Capitalist Mode of Production (CMP.) In the absence of new intermediary sectors capable to absorb, at least temporarily, the labor force “freed up” by the secular increase in productivity, or to absorb it permanently if cyclically through the Reduction of the Working Day (RTT or Réduction du Temps de Travail, in French), it is clear that the introduction of productivity necessarily creates unemployment and induces the necessity to finance it – if only to avoid social upheaval. On the other hand, individual firms locked in a Social Darwinist struggle for their survival through competition have no other choice than to finance and plan recurrent waves of productivity increases. Imitating the landlords and gentry during the long demise of feudalism, thus pressurizing labor through increased legal working hours and increased punctual intensity, is never a good strategy. In any case, it cannot be enforced outside one’s own national Social Formation ...)

Example: Given the monetary mass S = v; then the social monetary or salary mass will be noted Ss = v + RA (in capitalist countries, RA is generally lower than the equivalent lowest salary for each unemployed. This is due to fake pretenses concerning incitation to work, when no real work is actually created, the only goal being the brutish occupation of the so-called “dangerous classes’, if you will in the hierarchical military logic illustrated by the Bridge on the River Kwai. (i.e, “keep them busy”) We are not joking here, since labor camps were created in North America during the Great Depression and are wonderfully described in Steinbeck’s Grapes of wrath.) By real work we mean work entirely connected to productivity and thus in no need to be managed through part-time and through the philo-Semite Nietzschean artificial creation of an “underclass” of “working poor”.)  
Ergo structural inflation is equal to Ss/S.

Let us backtrack a little: Marginalists obviously ignore all of this. According to their “science”, if there is unemployment, it is not due to an increasing productivity not mediated by a decent socio-economic planning, but instead to a lack of flexibility on the labor market. With Solow the labor market has become global, and with Volcker, Reagan and Friedman liberalization and privatization have become the rule etc …The bourgeois Central Banks do even worse when they systematically strangulate the Monetary Aggregate M1 – which corresponds grosso modo to the salary mass - while they leave M2 and M3 evolve without any restrictions and with even less taxes, so that this laxist and regressive fiscal regime is added to the expected Marginalist criminal ineptitudes. However, reality has no patience for the repeated ineptitudes of these donkeys (ironically, an Ontarian social-democrat was once accused to be a “jackass” by frustrated arch-conservatives …but this was mainly an internal dispute revolving within the same paradigm!) We can thus consider that the supply and demand schema presented above with its organic inflation must be revisited to introduce the effects of structural inflation; the latter will naturally impose itself here trough the mediation caused by the introduction of money, that is to say by the hypothesis of a monetary mass given before the initial schema in which v = 20 (This situation closely reflects that of the classic liberal State with Central Banks largely ignorant and mainly concerned with the rate of exchange – and the management of the Gold Standard – tied to international trade. To these monetary lacunae were added the actions of governments happy to devolve the management of unemployment by leaving its burden mainly on the shoulders of enlarged family.) 

We would thus be dealing with the sectoral schema given above, but increased by the rate of structural inflation given by the ratio Ss/S or 60/50,735 = 1,1826.

Sectoral Schema: 

S1 : 154,411
+ 33,088 
+ 37,5 
= 225

S2 : 70,588 
+ 17,647 
+ 17,647 = 105,88235

This will give us the following structural inflation schema (i.e. multiplied by the rate of inflation via the exchanges and the corresponding monetary mediation.)  

S1 : 182,60 
+ 39,130 
+ 44,348 = 266,0885

S2 : 83,4784 
+ 20,869 
+ 20,869 = 125,21811

Starting from this basic schema it is easy to introduce RA according to the historical conditions since the ratio Ss/S will be adapted to circumstances. But it will now do so with predictable consequences both internally or externally, for instance by being also able to track imported inflation (see Tous ensemble)  

3iv-d) A fallacious case: pure Marginalist Supply and Demand, social demand being totally sold in sight (Revised September 6, 2009)

In this case, as with all Marginalist and bourgeois theoreticians since J-B Say, Senior, Walras, Marshall and all the pathetic moderns such as Samuelson and Solow, micro and macroeconomics are irremediably separated into two distinct branches. (This is occulted by the practical recourse to the false solution offered by Auguste Walras and developed by his son Léon Walras and by Schumpeter etc … That is to say by the separation between economic science on one side and social economy on the other, this last being conceived as a simple political input, despite the recurrent crisis that actually demonstrate the opposite. In short, though it is often overlooked, social economy would determine the framework in which the Marginalist equations are inscribed. It seems that only Maurice Allais does remember this important methodological starting point …) In this case, the precise mechanisms of social demand are substituted with the blind logic of the so-called “invisible hand”. We suppose that, given the productive overcapacity added to the manipulation of the duration of work, stocks etc., one temporarily abolishes the over-determining effects of reproduction cycles. According to this hypothesis S1a and S1b will continue to produce the same quantities without caring for anything else, bringing the final produce of these daily production cycles to the market on the same day, these commodities being by assumption similar to all others without any differentiation, not even in label or anything else. (This is a most unlikely case, but it does actually corresponds very closely to the bourgeois way of presenting things, above all when we are blissfully dealing with Marginalist supply and demand curves. Let us take this donkish business seriously for a little while.

We would obtain the following Schema 3: 
S1a) 84 16 20 = 120
105Mp 20Mp 25 Mp = 150Mp

S1b) 80 20 20 = 120
80Mp 20Mp 20Mp = 120Mp

..........................................................................................................

SII) 80 20 20 = 120

80Mp 20Mp 20Mp = 120Mp
We can note at a glance that the system proposed here is highly unstable and incoherent.

Be it as it may, it is true that Marginalists never see the whole socio-economic system, they only have eyes for the enterprises and the microeconomic sphere. Macroeconomy is an afterthought, one which the neoliberals want to increasingly subject to microeconomic logic … projecting it on a global scale. They even want to do away with the State and even the nation-State and its democratic pretenses. We can thus continue our examination on the basis of their own presentations, especially as the exchange of Mp produced in S1 is concerned. How will this sale proceed and at what price?

Sale and price: 240 euros divided by 270 Mp = ?

It is clear that we are here unable to complete the equation since the known supply is indeed 270 Mp (150 Mp in S1a + 120 Mp in S1b) but effective demand is unknown, and in any case, cannot be given in this bourgeois and Marginality system. 
What does happen, then? Quite simply, unknown demand is replaced by monetary mediation (or anticipations.) This is a pitiful prestidigitation trick (pace Keynes …), which does not resolve anything. The problem at this point resides in the fact that we are forced to operate with an elastic meter, since monetary intermediation creates inflation during the very process in which it tries to conclude the exchange trough its counter-exchange with the Cn (that is to say, in its blind tentative to approach – through successive trials, to please Allais – social demand as it is given by the Equations of Simple or Enlarged Reproduction (SR-ER.). 
(Note as a parenthesis that one cannot pretend to stabilize this elastic meter through further developments of the monetary policy in charge of regulating interest rates, as Keynes tried. This is because you cannot coherently deal with interest rates if you ignore the genesis of profit. Nor can you pretend to have a valid quantitative theory of money abstracted from the labor law of value as Fischer or Keynes did. And this deadly lacuna sends you back to the extraction of surplus value and thus to the destabilizing role of the private property of the means of production, which is ontologically averse to imposed or regulated full-employment. In effect Hicks, Samuelson, Solow and Friedman were already lurking within Keynes’s theoretical apparatus, Pigou being just a mild and honest home-grown opponent: It only took a “bastardized” version and a few Nobel Prizes to convince everyone else, particularly within academia. You might remember Samuelson’s characteristic comment about Keynes’s General theory: He just wished he had some kind of summary just as for Joyce’s Finnegans Wake… We do not need to belabor this point further … Be it as it may, Keynes learned something about the new version of Realpolitik at Savannah, in preparation for Bretton Woods, when he was definitively put in check by H. White. It then became clear to him that the remnant of the British Empire or Commonwealth was done with. Worse still, that a nationally regulated capitalist system, inserted within an unregulated and largely asymmetric Capitalist World Economy, will quickly see its efforts dissipated if it plays by the rules dictated by the dominant player (This applies to the role of the national currency per se – see the post-World War II US attack on the Pound Sterling and on the City – but particularly to currency as a vehicle for international trade of goods and services. See the transition from Gatt to the WTO through the various rounds of trade liberalization – from the Havana conference to the Dillon-Kennedy round, up to the Uruguay and Doha rounds. This asymmetrical trade logic basically destroyed the socio-economic coherence of Keynesian interventionism, mainly through the cancellation of the internal effects of Kahn Economic Multiplier. At some point, around the end of the Sixties and the very beginning of the Seventies mature Western economies, as François Perroux characterized them, were faced with the choice between more State regulation and labor rights to counterbalance the automatization process that was then unfolding, or the forceful destruction of all previous democratic conquests through a global but asymmetrical liberalization and privatization process. The 1973 Oil Shock (following the Yon Kippur war) was only an accelerating factor of the underlying crisis, not a structural one. The Monetarist roller coater launched by Volcker, Reagan and Thatcher imposed the latter.)(See my “Les conséquences socio-économiques de Volcker, Reagan, Thatcher et Cie” March 1985, available in the section Economie Politique Internationale of my site http://lacommune1871.tripod.com ) 
Once again we need to conclude that the bourgeois paradigm is but a sinking boat pierced with too many original holes! We are dealing with a puerile paradigm at best, one which is useful to nurture the mass demagoguery propagated by the dominant classes as a new opium for the people. One that is always as hallucinating but this time around one that is deprived of any and all residual rational foundations; this equally concerns the so-called “animal spirits” which instead of sending us back to unexplained if frightening aspects of reality, send us squarely back to the conscious manipulations by the great priests (or grand masters) who propagate these donkish gibberish, while knowing fully well, ever since Marx’s demonstrations, that they are truly and undeniably donkish gibberish. Yet, they also are criminal gibberish because they are used to negate the realization of human equality by recourse to the mirage of the market, a fabricated and sustained intellectual and ideological mirage, necessary to defend a private property regime squarely based on social production and private accumulation. 
If, by some weird chance, we were to follow the bourgeois theoreticians in the blind exchange between Mp against money, without bothering about the Cn or vice-versa, it just would happen that, as the second reproduction round would initiate, the inevitable corrections would start to impose themselves through the internal mechanism of social demand mediated by the organic inflation. But this will produce an enormous waste of energy, of natural resources and finished products: Contrary to what is unanimously repeated in a strange chorus, the capitalist mode of production is not based on consumption; instead it is squarely based on an irrational consumption, often artificially induced as such, a perverse mechanism which can only feed an enormous and increasing squandering. This is one more reason to participate in the defense of Marxism and of ecomarxism (On this later concept see the Annex of my Book III entitled Keynesianism, Marxism, Economic Stability and Growth.) End of the Excerpt. 

After revision we can present the schema of supply and demand as it unfolds blindly in the following manner; we start from a hypothesis entirely congruent with both the micro and macroeconomic blindness which permeates Marginalism and all the bourgeois economic theories. Therefore we will suppose here that S1a and S1b produce blindly all that they can produce and that they simultaneously bring their products to the market (otherwise they do not dispose of any information concerning the equilibrium price, not even a probabilistic one derived from sociological market studies.) Meanwhile, we suppose that SII acts in the same way, without modifying its own conditions of production despite the relative price of the Mp which it buys. Since we know the determinant conditions in SII, it follows that we can reconstruct what would happen for the whole system. Let us examine this in some details:

The blind schema given in terms of Mp would be as follow:

S1a : 105 
+ 20 
+ 25 
= 150 Mp

S1b : 80 
+ 20
+ 20
= 120Mp

-----------------------------------------------

S1 : 185 
+ 40 
+ 45 
= 270Mp

________________________________

S2 : 80 
+20 
+ 20 
= 120 Mp

We know that S1v + S1pv = c3 = 80

The ratio S1pv/S1v is given by 85/40 = 2,125 ergo: 85: 2,125 = 40

Compared to the situation S/D derived from the blind situation we would therefore have: 80/v = 2,125, therefore 80: 2,125 = 37,647

The effective pv (following from the derived S/D situation) will be 80 – 37,647 = 42,353 (proof: 42,353/37,647 = 1,125)

We have now to find the effective C (i.e. from the derived S/D situation)

Since S1c/S1v in a blind situation = 185/40 = 4,625

Ergo, effective C in the S/D derived situation = 37,647 x 4,625 = 174,117388

It remains to distribute this effective derived sectoral function of production in the shares which belong respectively to S1a and S1b.
Because of the monetary situation, we know that the unit price in a blind sale situation will be 240 euros/270 Mp = 0,888

We know that SII did not change its fundamental production ratios

The question becomes: How can we deduce S1v = pv from SII c (80) thus obtaining the sectoral function of production for SI? How can we then distribute the data to S1a and S1b?

We saw how one can arrive at SI = 174,11738 + 37,647 + 42,353 = 254,11738. The only remaining question concerns the distribution in S1a and S1b if sales occur at the same market price (that is to say, blindly.)

The distribution can never be done by half. 

Necessarily, it will have to be done respecting the same ratio of contribution to the market which also happens to be the best probability. 

Thus if S1 M ex ante = 150/270 = 0,555. Since 270 x 0,555 = 150 ergo 254,11738 x 0,555 = 141,17632 Mp.

S1b will thus have 254,11738 – 174,17632 = 112,94106 Mp

We can then calculate the unsold lots 

S1a = 150 – 141,17632 = 8,82368 Mp

S1b = 120 – 112,94106 = 7,0589 Mp

However, in this blind S/D situation the unsold lots will return on the market to aggravate the situation, particularly for S1b.

Indeed, in such a situation as in all those created by the bourgeois theories, it is impossible to escape the contradiction which the pitre Böhm-Bawerk tried to falsely impute to Marx, whom, at best, he did not even comprehend (aside from any other considerations relative to the usual manipulations.)

Ex ante/post hoc problem (in Mp terms)

S1a = 105 + 20 …+ 25 # 141,17632 Mp (i.e. pv must change and thus also pv/C the rate of profit. Pv = 141,176 – 125 = 16,17632; pv/C = 16,17632/125 = 0,130) 

S1b = 80 + 20 … + 20 # 112,94106 Mp (ergo pv = 112,94106 – 100 = 12,94106; therefore pv/C = 12,94106/100 = 0,130.)

We will note that the rate of profit remains structurally the same (without having recourse to an external and fallacious equalization) However, the volumes of profit plus the dynamic induced by the unsold lots would favor S1a because its productivity would remain effectively superior even if this kind of S/D (or competition) would tend to diminish its effect, albeit only transitorily.

This is because in such a blind S/D situation things would quickly get worse as soon as the next reproduction round would start (i.e. post hoc.) In effect, this amounts in evaluating the technical functions of production S1a and S1b according to the same unit price of the Mp taken in a blind situation but producing cumulative distorting effects.

Despite it all, one should underline that it is always the Marxist function of production which explains the phenomenon and its epiphenomena (i.e. v/C, pv/v and social demand, that is to say the Equations of Reproduction) and thus the dynamics set in motion by the volumes of profit (and not the rate of profit). In other words, the laws of motion of capital, principally the concentration and centralization of capital as well as the creation of RA and its inflationary impact (one that needs to be managed by economic planning and by the recurrent cycles of Reduction of Working Time (RWT), oherwise this will be blindly managed by the sharing of misery within the ranks of the proletariat; see on this subject the Note ** and the Note 15 on John Galbraith in my Book III.)
Conclusion

Competition, a generic term covering for supply and demand mechanisms, is thus proven to be an incredible Marginalist ineptitude, one which is inherently unable to explain anything.

The artificial return to small enterprises – artificially created by neoliberals – is a double ineptitude as much as the Antitrust. This is because they run counter to the necessary taylorization and do produce an enormous waste. Moreover, they impede the recurrent cycles of RWT. Concentration and centralization are governed by technical prerequisites and as such are inevitable as was well understood by Joseph Schumpeter who derived from this certitude a strong pessimism relative to the final destiny of the capitalist mode of production. One will notice that despite demagoguery the neoliberals never really tried to dismantle the private big transnational corporations. They only attacked and raided State-owned enterprises.
(Note quickly that small and medium enterprises are touted as employment creating machines: But they mainly produce part-time and precarious employment, of which many self-employed jobs. Not surprisingly, this development goes hand in hand with attacks on unions and labor rights and with the legal lengthening of the working week for less “individual capitalist salary”, less “differed salary” (mainly unemployment insurance and pensions) and less “global net revenue” for the households (i.e. transfers in the form of universally or publicly covered social services etc.) It is known that, on average, 2/3 of all small and medium businesses do not survive the first three years of their existence. The most lucrative are on life-support through out-sourcing and such: They gravitate around huge transnational firms and contribute to the fragmentation of their otherwise unionized labor forces; the same applies to privatized national or governmental companies ever since the launching of the Monetarist counter-reform by Volcker-Reagan-Thatcher. In the last years, the neocons already nurtured on a “flat tax” philosophy, have added to their reactionary arsenals the so-called “tax expenditures” (presumably not to crowd Laffer’s ineffable curve.) These fiscal gifts to business and the wealthiest decile of the population now amount to hundred of billions (direct subventions never amounted to a small fraction of this dilapidation of public money.) In reality, they function as indirect  but potent State subventions in a so-called asymmetric free-trade regime that is obnubilated with old-fashioned tariffs protecting national industries and jobs. Thus these fiscal exonerations have perversely taken the place of the old direct subventions lavished by the Interventionist Keynesian State: only they waste far more national and governmental resources and only help create precarious jobs in an unregulated economy. Just before and during the first years of the “gauche plurielle” in France, it was calculated that the creation of a full time job in the framework of the legal reduction of the working week to 35 hours did cost around 80 000 dollars per year. But this implied full employment paying full social contributions as well as all known taxes at all levels of government, giving back to the State its fiscal tools and corresponding budgetary levers; at the same time, full time jobs are clearly one prerequisite for the concrete exercise of full citizenship (in some neocon countries full citizenship is discouraged through the difficulty of getting one’s name on the electoral franchise; at time, the franchise depends on having filled up a tax return, otherwise the registration process is left to the individual etc …) Yet, to repeat, neocon fiscal exonerations are much much more costly than direct subventions and full-employment-support programs, although tax expenditures once granted have the clear philo-Semite Nietzschean advantage to disappear from the budget numbers, having been preventively erased from it. Indeed, every foreseen surplus is quickly and preventively erased by tax cuts. The neocon can thus safely continue singing the song about the necessity to balance the budget through spending cuts, which never concern either military spending nor the fiscal profligacy itself …What is certain is that this flat tax cum tax expenditure policy choice has failed miserably to either stop or even slow down delocalization and out-sourcing. On the contrary, it has contributed to the replacement of permanent industrialized jobs with bas-de-gamme services jobs, in the process erasing both the productivity and the competitiveness of Western Social Formations as well as the contributory and fiscal basis of social programs and public finance. It suffices to look at the desindustrializing process going hand in hand with the rapidly increasing portion of speculative financial services in the make-up of GDP, to quickly understand the debilitating effect of this neocon and Monetarist trend. The only formal neocon way out will be a run blindly forward, namely abandoning GDP just as GNP was, in favor of a National Revenue measure, which will signal the demise of national States and the coming of age of “private global governance”. Methink that this absurdity is already in the making: the Dalitization of the Western proletariat will then go hand in hand with statistical average busily hiding dispersion ranges or trying to explain it with some new guilt-inducing gospels associated with an increasing use of the philo-Semite Nietzschean Hammer … which, of course, will itself be privatized to mercenary groups (already numerically large and potent in the US to be able to flank the US army in its external and internal crusades.) Meanwhile, since Reagan’s time, 30 % of productivity increases have not benefited workers in any shape or form in the US. In Europe on average in the last quarter of century some 11% of GDP has been transferred from wages to profits without any counterpart for workers except part-time jobs, precariousness and the dismantling of labor rights and social programs … This being said, there is quite a bit of irony in the development of CDS and OTC and their adverse effects, induced by the subprimes crisis and its aftermath, on the increase of the national debt and of the deficit. What is crowding what exactly, must one ask? Although paper towels might not be as useful for this sort of delicate exercises as they once were …Financial services now make up some 9 % of US GDP; before the crisis there were 58 trillion CDS and 596 trillion OTC for just 15 trillion of gross market value, according to the BIS. See http://www.bis.org/publ/otc_hy0805.pdf?noframes=1 ) 
However, concentration and centralization in a socialist mode of production should respect the imperative derived from economic planning, while respecting the criteria of ecomarxism. This includes State enterprises and cooperatives. The ideal remain the massification of commodities up to the maturation of the markets. Later personalized “short-runs” would take over. State enterprises and cooperative must be reestablished as the socialist norm in this precise framework, flanked by “socialist democracy” operating within economic planning itself.

The theories dealing with gifts and counter-gifts born from bourgeois anthropology and ethnology happily mix up use value and exchange value, including when they discuss modes of production characterized as “primitive communism”. (The best bourgeois book on the subject remains Peter Blau’s Exchange and power in social life, ed John Wiley and Sons, 1964. We will quickly note here the expression “social life”, which is nevertheless understood as a-temporal, outside the overdetermination by the corresponding mode of production; in a similar and characteristic fashion Robert Dahl understood “democracy” as a system in which “each group of 4 potentially has the same power as any other group of 4” …But he carefully framed his analysis within the context of a specific municipal setting: New Haven.) Yet, it is only under socialism that sociability in the form of an altruism tied to the non-merchant production of use value can flourish. In my Pour Marx, contre le nihilisme (see the chapter entitled For Cuban socialism, on this subject, taking into account the important corrections later made relative to the “realm of necessity” and the “realm of liberty” in relation to a proper understanding of “socialist democracy”, social plurality within the framework of socialist planning replacing bourgeois political and divisive pluralism which is squarely and exclusively at the service of private property.) I had initiated the discussion over the creation of socialists Home Depots furnished by the socialist surplus; these would be tied to purely voluntary “national workshops”, which would in any case be favored by the recurrent cycles of Reduction of Working Time (RWT). Organized work and thus RWT as such would remain tied to the production of exchange value and to Central Planning. (This is quite different from the mixed model that went totally broke for instance in socialist Hungary, or worse yet in the USSR under Gorbatchev’s perestroika, given that the use values of highest quality often stolen or siphoned away from State enterprises and cooperatives were functioning as alternative exchange value feeding destructive and rampant black markets.)
To be translated from the Italian version: Bureaucratic logic vs social surplus value  
1) Adam Smith: general interest (i.e., fair competition ensured by the State through general infrastructure and peace and good government.) Ergo how to finance it. Military spending was the greatest public expense in Smith time.

2) Marx a) “Unproductive labor” (still enmeshed in Smith’s mental space) b) “Unproductive labor” in Book II after the critique of Quesnay’s Tableau. Hence Simple and Enlarged Reproduction c) Manifesto and Critique of Gotha program : what I systematized as “social surplus value”;
3) Weber and Kojève: bureaucratic rationality. (The bureaucracy allows a modicum of mobility to the middle class and thus establishes the legitimacy of the bureaucracy, making it into the so-called “permanent government” of capital, one with which the Left has to deal with – see Allende in 1973 or Mitterrand in 1983 etc …) Marx saw bureaucracy as a necessary element of the division of labor (social surplus value.) Me: micro-economy and macro-economy: bureaucracy is necessary for the development of microeconomic productivity and macroeconomic competitiveness. Proof: New Dealers vs. present Public policy schools. : How do you calculate the right price of a public service (replacing the legally entitled citizen by the – credit worthy or not) customer will not do. In fact, productivity = free labor = not necessarily absorbed by new intermediary sectors in the absence of the reduction of working time. Hence, now we see a tentative to impose Reversed Schumpeterism (on this concept see Tous ensemble) and the philo-Semite Nietzschean return to a society of new slavery and a new domesticity (see Note ** and Note 15 on John Galbraith in my book III entitled Keynesianism, Marxism, Economic Stability and Growth accessible in the book Section of my site: http://lacommune1871.tripod.com, now www.la-commune-paraclet.com ) 

4) Empirical evidence on neoliberal deregulation and privatization: quality and accessibility are lost for the general public; Enron; (Californian or British-Columbian models …) poverty, part-time, erosion of social payroll contributions, disappearance of the fiscal base etc ...Loss of productivity and competitiveness (see Dollar vs. renminbi etc )

5) Soviet and Chinese experience (Trotsky’s “social revolution” and pathologic attacks on bureaucracy: he failed to understand social surplus value (but comrade Trotsky was ignorant of anything worthy of note on the law of value although he was good on the social aspects of what he called “the social revolution” (i.e. the mode of production: yet, one sees the limit: you cannot really comprehend the social evolution of a mode of production by replacing the law of value with only voluntarism – we hesitate to say “will to power” – and “cultural” elements; the best elements of Trotsky’s critique were integrated in Stalin’s (albeit not his successors) practice of planning. As well as in Mao: planning but also the mass line and the cultural revolution. Conclusion: Bureaucracy is vital to socialism (i.e. social surplus value.) But needs to be democratized within a social pluralism (the opposite of the divisive political pluralism linked to private property and thus the bourgeois State Apparatuses) that is to say, in a “socialist democracy.” This include what I called Democratic instance of controls, the emergence of which can be seen also in bourgeois democracy (eg., Ombudsman, citizens committees. Etc …) 
6) Bureaucracy is essential to planning: gathering and articulation of the information to present scenarios on which socialist democracy can operate while the Party remains the last instance guarantor of the constitutionality (equality etc) of the scenarios discussed and implemented. Recall Marx: capitalism subjects Man to the logic of commodities (reification of Man); socialism will collectively manage things for the blooming of Mankind (Note the word “manage” here since the allocation without private property and private accumulation becomes a managing affair, hence a bureaucratic but collectively democratic necessity.) This would create the material basis of the Recovery of Man by Man himself. At least, if the separate domains of Necessity and Liberty are respected.    

Insert for note & the mail on rational choice and marginal utility by dollar; a real joke.                 
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