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Marx and the Question of
Monetizing the Surplus
Vietnam, date?

The legacy of Marx has two components:
A political dimension
An Economic Dimension
This distinction is often blurred, both by
supporters of Marx as well as by his critics.

•
•
•

Cafe de la Regence, where Marx and Engels first met in 1847

•

It’s argued that since the political dimension spring
directly from the economic dimension treating the
two as one is permissible.

•

However, Marx’ economic vision is fixed in time,
given by the society of his time and its economic
conditions.

•

The political dimension is an ongoing development,
that only started to take off by the end of his life,
when its influence on the rising labour movement
began to make itself felt.

•

Except for “Wage Labour and Capital” (1847), all
his economic works were written during his 35
years i London.

•

Marx own writings have little political
prescriptions. Even the Communist Manifesto is a
program statement without much specifics.

•

It was followers such as Lenin, Rosa Luxemburg
and Trotsky that developed the political dimension
of Marxism into a program for state formation in
the early part of the twentieth century.

•
•
•
•

Today Marx political legacy is in tatters.
Stalinism turned dictatorship of the proletariat
into dictatorship of the party. When this caused it
to lose popular support, it was bound to fail.
Of major countries, only China is still officially
committed to Marxism, though politically it is in
the Stalinist tradition i.e. interpreted as the
dictatorship of the party.
Economically it is emulating neoliberalism, which
has given rise to very rapid concentration of
capital into the hands of a new elite of
entrepreneurs and the upper crust of the party.

Labour Theory of Value is at the centre of
Marxian economics

Labour Theory of Value: c + v + s

• Constant capital: depreciation and materials used up during
•
•
•
•
•

production.
Variable capital: the wage bill.
Surplus: output going to the owners of means of production.
Since the constant capital is used up, v + s represents output
of production, divided between wages and surplus
Surplus divided by wages is the rate of exploitation: s/v.
Profit on capital, which is the capitalists concern, is calculated
from total capital, thus S/K.

Simple Reproduction and Exogenous Growth
Marx starts his economic analysis by assuming
simple reproduction, which is represented by the
economic structure of pre-industrial society.
At this level, money is not a problem: the output is
sold and its money value is just enough to pay for
the next round of production.
Growth is slow and essentially spurred by
exogenous factors, such as technology or the
inflow to Europe of gold and silver from the
Spanish Americas.

•
•
•

•
•
•

Expanded Reproduction and Money
Marx went on to analyze expanded reproduction
and capital accumulation, which he identified as the
main economic structure of the emerging capitalist
society.
However, he struggled with how the capitalists in
the aggregate could finance the expansion.
The classical and early neoclassical economists
mostly saw money ‘as being a veil’ that didn’t
interfere with the real economy.

Understanding money: Austrian Economist, Alois
Schumpeter made significant progress to the
understanding of money in the 1930s.

Schumpeter in Japan, 1931

•
•
•

Rise of the Bankers
When a bank advances an entrepreneur a loan, this
is not the transfer of existing purchasing power but
the creation of new purchasing power out of
nothing… which is added to the existing
circulation. (Schumpeter 1934, p. 106)
The credit structure projects not only beyond the
existing gold basis, but also beyond the existing
commodity basis. (Schumpeter 1934, p.101)
Savings, on the other hand, reduces the effective
circulation of money, and mainly has a role as a
balance sheet item.

Debts in North America has risen dramatically in recent
decades, both government and household debts. While debt
can fuel growth, the rising polarization of incomes and
boom-busts with periodic deleveraging that it tends to
engender, have now become growth-slowing factors. Note
different paths of debt in U.S. and Canada after the crash.
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Marx’ theory of labour exploitation as a feature of
capitalism that would keep wages falling apparently
took a holiday during the postwar period, but is now
back in full force.

Governments not only tax and spend, but also create
money when it expands the money supply. Through
quantitative easing (QE), the CB injects money into the
economy by buying bonds from financial markets. This
doesn’t guarentee that the money lead to extra final
demand, but might instead fuel asset prices.
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