CHAPTER 1I
RODBERTUS

Tne starting-point of Rodbertus’'s® theory of interest is the
proposition, introduced into the sclence Ly Adam Smith and
more firmly established by the Ricardian school, that goods,
economically considered, are to hbe regarded as products of
labour alone, and cost nothing but labour, This proposition,
which is usually expressed in the words “ Labour alone is pro-
ductive,” is amplified by Rodbertus as follows :—

1. Only those goods are economical goods which have cost
labour; all cther goods, be they ever so useful or necessary to
mankind, are natural goods, and have no place in economical
consideration.

2. All ceonomie goods are the product of labour and labour
only ; for the economie conception they do not count as prodncts
of nature or of any other power, but solely as products of labour;
any other conception of them may be physical, but it is not
economic.

3. (Goods, economically considered, are the product solely of

1 A tolerably complete list of the writings of Dr. Karl Rodbertus-JTagetzow
i3 to be found in Kozak's Rodbertus’ soxielskonomische Ansichien, Jena, 1882,
p. T,ete. T have mnade use by preferance of the second and third Social Letéers to
Von Kirchmann in the {somewhat altercd) copy published by Rodbertus in
1875, under the name of Zur Beleuchiung der sozinlen Frage; also of the tract
Zur Erklirung wnd dAbhilfe der heutigen Kreditnoth des Qrundbesiizes ; and of
the fourth Social Letter to Von Kirchmann {Berlin, 1884}, published under
Rodbertus’s bequest by Adolf Wagner and Kozak under the name Das Kapital,
A few years ago Rodbertus’s interest theory was subjected to an extremely close
and counscientious criticism by Knies (Der Kredif, part ii. Berlin, 1879, p.
47, ete.), with which in its most important points I folly agree. 1 feel myself,
however, bound to take up the task of criticism independently, my theoretic poing

of view being so different from that of Knies that I cannot help locking at many
things in an essentially different light.
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that labour which has performed the material operations neces-
sary to their production. DBut to this category belongs not
meerely that labour which immediately produces the goods, but
also that labour which first creates the instrument by which
the goods are made. Thus grain is not merely the product of
the man who held the plough, but also of him who made the
plongh, and so on!

The fundamental proposition that all goods, economically
considered, are the product of labour alone, has with Rodbertus
very much the claim of an axiom. = He considers it a proposition
about which, “in the advaunced state of political economy, there
is no longer any dispute;” it Is naturalised among English
economists, has its representatives among those of France, and,
“what is most important, in spite of all the sophisms of a
Tetrograde and conservative doetrine, is indelibly imprinted wpon
the consciousness of the people”? Only once do I find any
attempt in Rodbertus to put this proposition on a rational
foundation. He says that “every product that comes to us
through labour in the shape of a good ought to be put solely
to the account of human labour, Decanse labour is the only
origingl power, and also the only original cost with which
human economy is concerued.”® This proposition also is put
down as an axiom, and Rodbertus does not go any farther into
the subject.

The actual lahourers who produce the entire product in the
shape of goods have, at least “according to the pure idea of
Jjustice,” a natural and just claim to obtain posgession of this
entire product.! But this with twe rather huportant limita-
tions.  First, the system of the division of labour, under which
many co-operate in the production of one product, makes it
technically impossible that each labourer should receive his
product @n matura. There must therefore be substituted, for
the claim to the whole product, the claim to the whole vulue
of the product.’

Further, all those who render society useful services with-
out immediately co-operating in the material producing of the

1 Zur Belonchlung der soxielen Frouge, pp. 68, 89,
? Soziwle Frage, p. 71
¥ Erklirung und Abkilfe, ii. p. 160 note.

i Susimle Frage, p, 86 ; Erkldrurg, p. 112
i Sowtele Frage, pp. 87 90 ; Erklirung, p. 111 ; Kapital, p. 116,



580 RODBERTUS'S EXPLOITATION THEORY rook vI

goods minst have a share in the national product; such, for
example, as the clergyman, the physician, the judge, the scien-
tific investigator, and, in Rodbertus’s opinion, even the under-
takers, who “‘understand how to employ a number of labourers
productively by means of a capital” !  But such labour, being
only “indirect economic labeur,” may not put in its claim of
payment at the “original distribution of goods,” in which the
produeers alone take part, but only at a “ secondary distribution
of goods.” What then is the claim which the actual labourers
have to put forward, according to the pure idea of justice? It
is a claim to receive the entire value of the product of their
labour in the original distribution, without prejudice to the
gecondary claims on salary of other useful members of society.

This natural claim Rodbertus does not tind recognised in
present soecial arrangements. The labourers of to-day reccive
a3 wages, in the original distribution, only a part of the
value of their product, while the remainder falls as rent to
the owners of land and capital.

Rent is defined by Rodbertus as “all income obtained
without personal exertion solely in virtue of possession.”? It
ineludes two kinds of rent—Iland-rent and profit on capital,

Rodbertus then asks, As every income jg the product of
labour alone, what is the reason that certain persons in society
draw incomes (and, moreover, oricinal incomes) without stirring
a finger in the work of produection? Tn this question Rodbertus
has stated the general theoretical problem of the theory of rent.’
The answer he gives is the following :—

Rent owes its existence to the coincidence of two facts, one
economical and one legal. The economic ground of reng lies
in the fact thaf, since the introduction of the division of lahour,
the labourers produce more than they require to support them-
selves in life and to allow them to continue their labour,
and thus others also are able to live upon the product. The
legal ground lies in the existence of private property in land
and capital. As, therefore, through the existence of private
property the labourers have lost all control over the conditions
that are indispensable to production, they cannot, as a rule, do
otherwise than produce in the serviee of the proprietors, and

U Soziale Frage, p. 148 ; Erklarung, ii. p. 108, etc.
? Soriale Frage, p. 32. 3 Ihid. p. T4, ete.
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that according to an agreement previously made. These pro-
prietors impose upon the labourers the obligation of surrendering
a part of the product of their labour as rent, in return for the
opportunity of using the conditions of production just mentioned.
[ndeed this surrender even takes an aggravated form, for the
labourers have to give up to the owners the possession of their
entire product, receiving back from the owners only a part
of its value as wage, and a part that is no more than the
labourers absolutely require to keep them in life and allow them
to continue their labour. The power which forces the labourers
to agree to this contract is Hunger. To let Rodbertus speak for
himself:—

“ As there can be no income unless it is produced by labour,
rent rests on two indispensable conditions, First, there can
be no rent if labour does not produce more than the amount
which i3 just necessary to the labourers to sccure the continu-
ance of their labour, for it 1s impossible that without such a
surplus any one, without himself labouring, can regularly
receive an income. Secondly, there could be no rent if
arrangements did not exist which deprive the labourers of this
surplus, either wholly or in part, and give it to others who do
not themselves labour, for in the nature of things the labourers
themselves are always the first to come into possession of their
product. That labour yields such a surplus rests on economic
grounds that increase the produetivity of labour. That this
surplus ig entirely or in part withdrawn from the labourers
and given to others rests on grounds of positive law; and as
law has always united itself with force it only effects this
withdrawal by continual compulsion.

“The form which this compulsion originally took was
slavery, the origin of which is contemporaneous with that of
agriculture and landed property. The labourers who produced
gsuch a surplus in their labour-product were slaves, and the
master to whom the labourers belonged, and to whom conse-
quently the product itself alse helonged, pave the slaves only so
much as was necessary for the continuance of their labour, and
kept the remainder or surplus to himself. If all the land, and at
the same timie all the capital of a country, have passed into private
property, then landed property and property in capital exert a
similar compulsion ¢ven over frecd or free labourers.  For, first,
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the result will be the same as in slavery, that the product will
not belong to the labourers, but to the masters of land and
capital ; and secondly, the labourers who possess nothing, in
face of the masters possessing land and capital, will be glad to
receive a part only of the product of their own labour with
which to support themselves in life; that is to say, again, to
enable them to continue their labour. Thus, although the con-
tract of labourer and employer has taken the place of slavery,
the contract is only formally and not actually free, and Hunger
nakes a good substitute for the whip. What was formerly
called food is now called wage.” !

Thus, then, all rent is an exploitation? or, as Rodbertus
sometimes ealls it still more foreibly, a robbery of the product
of other people’s labour.?  This character applies to all kinds of
rent equally; te land-rent as well as to profit on capital, and to
the emoluments of hire and loan interest derived from them.
Hire and interest are as legitimate in connection with the
undertakers as they are illegitimate in connection with the
labourers, at whose cost, in the last resort, they are paid*

The amount of rent increases with the productivity of
labour; for under the system of free competition the labourer
receives, universally and constantly, only the amount necessary
for his maintenance—that is, a definite quantum of the produet.
Thus the greater the productivity of labour the less will be the
proportion of the total value of the produect claimed by this
quantum, and the greater will be the proportion of the produet
and of the value remaiuing over to the proptietor as his share,
as rent.’

Although, according to what has leen already said, all rent
forms a homogeneous mass having one common origin in
practical economic life, it is divided into two branches, land-rent
and profit on capital. Rodbertus then explains the reason and
the laws of this division in a most peculiar way. He starts
from the theoretical assumption, which he carries through all his
investigation, that the exchange value of all products is equal

1 Soziale Frage, p. 33 ; similarly and move in detail, pp. 77-94.

3 I&id. p. 115, and other places.

3 Ibd. p. 160 ; Keapital, p. 202,

1 Soxiale Frage, pp. 115, 148, ete.  See also the eriticism ol Bastiat, pp. 115-
113

5 fuid. p. 123, ete.
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to their labour-costs ; in other words, that all products exchange
with each other in proportion to the labour they have cosy!
Rodbertus indeed Is aware that this assumption does not exactly
correspond with reality.  Still he believes that the deviations
amount to nothing more than that * thie actual exchange value
falls somelinies on the one side, sometimes on the other,” in
which eases there is at least always a point towards which they
gravitate, *“that point being the natural as well as the just
exchange value”? He entircly rejects the idea that goods
narmally exchange with each other according to any other pro-
portionr than that of the labour incorporated in themn; that
deviationsg from this proportion may be the result, not merely
of accidenta]l and momentary lluctuations of the market, but of
a fixed law drawing the value in another direction® At this
stage I merely draw attention to the circwnstance, and will
show its importance later on.

The total production of goods may, according to Rodbertus,
be divided into two branches—raw productior, which with the
assistance of land obtaing raw products, and manufacture which
works up the raw products. Belore division of labour was
introduced the obtaining and working up of raw products were
performed in immediate succession by one undertaker, who then
received without divizsion the whole resulting rent. In this
stage of economic development there was no separation of rent
into land-rent and profit on capital.  But, sinee the introduction
of the division of labour, the undertaker of the raw production
and the undertaker of the manufacture which follows it are
distinet persons.  The preliminary question is, In what pro-
portion will the rent that resulls from the total production now
be divided among the producers of the raw material on the one
hand and the manufacturers on the other ?

The answer to this quostion follows from the character of
rent.  Rent is a proportion of and deduetion from the value of
the product, The amcunt of rent that can be ohtained in any
branch of production is regulated by the value of the product
created in this branch of production.  As, however, the amount
of the value of the product is regulated here also by the amonnt

1 Seziale Frige, p. 108
2 Ibid. p. 107 ; similarly pp. 115, 147, Erklarung, i p. 128
3 Svrimle Froge, po 148
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of the labour spent on it, the total rent will be divided between
raw production and manufacture, according to the expenditure
of labour in each of these branches. To illustrate this by a
concrete example!  Say that it requires 1000 days of labour
to obtain a certain amount of raw product, and that its
manufacture requires 2000 days more; then if rent takes
40 per cent of the value of the product as the share of
the owners, the product of 400 days of labour will fall .as
rent to the producers of raw material, and the product of 800
days of labour as rent to the manufacturing undertakers, On
the other hand, the amount of capital employed in each hranch
of production is a matter of no consequence as regards this
division, for though the rent is estimated in relation to this
capital, it is not determined by it, but by the amount of
labour supplied.

Now the very fact that the amount of capital employed
has no causal influence on the amount of rent obtainable in
any branch of production becomes the cause of land-rent.
Rodbertus proves this in the following manmner,

Rent is the product of labour. But it is conditioned by
the posscssion of wealth. Therefore rent is looked on as
a return to that wealth. In manufacture thizs wealth
tales the form of capital alone, and not of land, Thus the
total rent obtained in manufacture is regarded as retnrn on
capital, or profit on eapital. And thus by calculating, in the
wsual way, the proportion between the amount of return and
the amount of the capital on which the return is obtained, we
come to say that a definite percentage of profit is obtainable
from capital engaged in manufacture, In virtue of well-known
tendencies of competition this rate of profit will approximate to
equality in all branches, and will also become the standard
for caleulating the profit of capital engaged in raw produe-
tion; for a much greater portion of the national capital is
engaged in manufacture than in agriculture, and ohviously the
return of the greater portion of capital must dictate to the
smaller portion the rate at which its profit shall be calenlated.
Therefore the raw producers must calenlate, ag profit on their
capital, so much of the total rent gained in the raw production

1 This illustration is not given by Rodbertus ; I only add it to put the diffieult
line of argument more clearly.
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as corresponds with the amount of capital that has been
emploved and with the usual rate of profit. The remainder
of the rent, on the other hand, must be considered as return
from land, and forms the land-rent.

Now, according to Rodbertus, there must always be auch
a remainder in raw production, in virtue of the assunption
that products exchange in proportion to the amount of labour
incorporated in them. He proves this asz follows. The
amount of rent obtainable in manufacture depends, as we have
seen, not on the amount of the capital laid ocut, but on the
quantity of labour performed in the manufacture. This labour
is made up of two constituent parts; on the onc side, the
immediate labour of manufacture, on the other side, that
indirect labour “ which must also be taken into calculation as
representing the tools and machines used” Therefore of the
different constituent portions of the eapital laid out, only those
portions will affect the amount of rent which consist of wages
and expenditure for machines and tools, On the other hand,
no such influence affects the capital laid out in raw materials,
because this outlay does not express any labour performed in
the manufacturving stage. Yet this part of the outlay increases
the capital on shich the rent obtainable as return is calenlated.
The existence of a portion of capital which inereases the
manufacturing capital on which the share of the rent that falls
to it as profit is ealculated, while it dees not increase this profit
itself, must evidently lower the proportion of the profit to
the eapital ; in other words, it must lower the rate of profit on
capital engaged in manufacture.

Now the profit on capital engaged in raw production also
will Le calenlated at this reduced rate, Bnt here (in raw pro-
duction) the circumstances are generally more favourable. For
as agriculture begins production ab ove, and does not work
up material derived from a previous production, ils outlay
of ecapital has no constituent “valne of material” The
analogne of material is simply land, and land in all theories is
assumed to cost nething. Ilenee no portion of capital has any
share in the divisicn of the profit which dees not also have an
influence upon its amount, and hence also the proportion
between the rent gained and the capital employed mnst be
more favourable in agriculture than in manulacture. As
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however, in agrienlture also, the prefit on capital is calculated
at the reduced rate determiined by manufacture, there must
always remain a sarplus of rent, which falls to the landowner
as land-rent. This, according to Rodbertus, is the origin of
land-rent, and its distinction from profit on capital.!

I may shortly supplement this by remarking that, notwith-
standing the very severe theoretical judgment that he pro-
nounces on profit in describing it as plunder, Rodbertus will
not hear of abolishing either private property in capital or
profit on capital. Nay, he ascribes to property in land and
capital “an educating power” which we cannot spare; a
“kind of patriarchal power that could only be replaced after a
completely altered system of national instruction, for which at
present we have not got even the conditions.”? Property in
land and capital appear to him in the meanwhile to have “a

1 Svriale Frage, p. 94, ete, ; particularly pp, 109-111,  Evkliruag, 1. p. 123.

It may be advisable, in the intorest of the English reader, to put this theory
of land-rent in a different way.

According to Rodbertis, all rent is a deduction from product, and an exploita-
tion of the labour that produces the product. Both land-rent then and capital-
rent {profit) must be aceounted for by this deduction, and only by this deduction,
Now rent cannot emerge at all wnless the neeessary resourges are provided, The
owners give these resources; the labourer works with them ; the owner takes
his rent from the product, and, naturally enough, coleulates it as o percentago
on the amount of the resomrees he provides, In reality, however, rent does not
depend on the amount and duration of these resources, but on the amount of
labour employed and exploited.

But resourees are of two kinds, land and capitall In manofacturing the
resources consist of capital alone.  The profit exploited from the manufactnring
labourers is ealenlated ns o rate on the capital, and comes to he ascribed to the
capital. Under the competitive system profits tend to an equality over the whole
field, and accordingly we should expect the landowner to get simply the same
rent for the resonrees he Jends {land) as the capitalist gets for the resources he
lends (capital), Butas a fact the landowner gets more ; in fact, sufffeient to
pay another rent, which is properly called land-rent. How is this?

The reason is that in mannfacture there are two outlays of capital, one for
wages and one for vaw materials. DBut there is only one field of exploitation,
wages. There is, then, in wanufactaring a portion of capital employed wlhich
yields mo profit, and the profit that is made in the total manufacture, being
calenlated on this portion plus the portion employed in paging wages, the rtate
of profit is lower than it would be otherwise.

Now in agricuitnre there is indeed only oue souree of rent or profit, labour,
but there is uo outlay for raw materinls, The proft thus in agrieultnre is
calculated an a smaller capital, and so must Ieave, over and above the ordinary
manulzeturing rate of profit, a surplus which is land-rent, —W. 5.

? Lrklarung, ii. po 503
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kind of official position involving the national functions of
managing the economic labour and the economic resources of
the nation in correspondence with national need.”

Thus from this, its most favourable point of view, rent
may be regarded as a form of salary whicl: certain “oflicers ™
receive for the execution of their funmctions! I have already
observed above how this remark, casually expressed i =
mere note, formed the basis on which later sriters, particu-
larly SchiitHe, have built up a peculiar form of the Labour
theory.

To come now to criticism of Rodbertus’s system,  Without
circumlocution I may say at once that I consider the theory
which 1t contams to be an entire failure. 1 am convinced
that 1t suffers from a series of grave theoretical defects which
I shall endeavour to set forth in the following pages as elearly
and as impartially as may be,

At the outset I am obliged to take exception to the very
first stone that Tlodbertns lays in the structure of his
system —the proposition that all goods, economically con-
sidered, are products of labour and of lahour alone.

First of all, what do ithe words <economically considered ”
mean? Todbertus explaing them by a contrast.  He puts the
economical standpoint in epposition to the physical standpoint.
That goods, physically speaking, are the products uol only of
labour but ol patural powers, he explicitly allows,  If then it
is said that, [rom the economic standpoint, goods are the pro-
duct of Iabour only, the statement can surely have but one
meaning, viz. that the co-operation of natwral powers in
prodoction is a matter of utter indifference so far as human
economwy s econcerned. Om one occasion Tlodbertus gives
foreible expression to this conception when he says: “ All other
aoods except those that have cost labour, however useful or
necessary they may Le to mankind, are natural goods, and have
no place in economie consideration.”  * Man may be thankful for
what nature has done beforehand in the case of cconomic goods,
as 1t has spared him so much extra labour, but economy takes

1 Eckligrung, po 273, ete. In the posthumous tract on  Capital ” Rodbertus
expresses liimself more severely on the subject of private property in capitzl, and
would lave it redeemed, if not abolished (1, 116, ete.)

&
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notice of them only in so far as lubour has completed the
work of nature”?

Now this is simply false.  Even purely natural goods
have a place in cconomic consideration, provided only they
are scarce as compared with the need for them. If a lump of
solid gold in the shape of o meteoric stone falls on a man’s
field, iz it not to be cconomically considered ? Or if a silver
mine ig diseovercd by chanee on his cstate, is the silver not
to be economically considered? Will the owner of the field
really pay no attention to the gold and silver given him by
nature, or give them away, or waste them, simply becanse they
were bestowed on him by nature without exertion on his part ?
Will he not preserve them just as carefully as he would gold
and silver that he had earned by the labour of his hands;
place them in security from the greed of others; cautiously
convert them into money in the market—in short, treat them
cconomieally 2 And again, is it true that economy hasg regard
to those goods which have cost labour only in so far as labour
lias completed the work of nature? If that were the case,
men acting ecoucmically would have to put a cask of the
most exquisite Bhine wine on the same level with a cask of
well-made but naturally inferior country wine, for human
labour has done pretly much the same for both, That, not-
withstanding this, the Rhine wine is often valued economically
at ten times the amount of the other, is a striking confutation
of Rodbertus’s theorein at the hands of everyday experience.

All this is so obvious that we might fairly expect
Rodbertus to have taken every precaution to gnard this, his
first and most important fundamental proposition, against such
objections.  In this expectalion, however, we are disappointed.
With peculiar carelessness he is content on almost cvery
occasion to assert this proposition in the tone of an axiom.
Sometimes he appeals on its belhalf to the anthority of Adam
Smith and Ricardo, and only on one single occasion does he say
anything that might be construed as an attempt to give it
any real foundation.

The critic will scarcely be satisfied with such poor support
for a proposition so important. As regards the authorities
appealed to, in a scientific disenssion authorities in themselves

U Sowiwle Froge, 1. 69.
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prove nothing. Their strength is simply the strength of the
arguments which they represent. But we shall shortly have
an opportunity of convincing oursclves that Adam Smith and
Ricardo mierely assert the proposition as an axiom without
giving any kind of argument fer it. Moreover, as Knies has
on & recent occasion very properly pointed out’ Adam Smith
and Rieardo themselves have not lield consistently to it.

In the one seriously argued passage Rodbertus says: “ Every
product that comes to us through labour in the shape of a good
13, economically speaking, to be placed to the credit of human
labour alene, because labour is the only original power, and also
the only original cost with which human ceonomy is concerned.”?
As regards this argument, however, one niay seriously doubt,
in the first place, whether the premiss made usc of is itself
correct, and Kuies has shown that there is good reason for
questioning it.*  And in the second place, even if the premiss
be correct, the conclusion is not necessarily so.  Hven if
labour actually were the sole original power with which
human economy has anything to do, I do not at all see why it
ghould not he desirable to act economically in regard to some
things besides “original powers”  Why not in regard to
certain results of these original powers, or to the results of
other original powers ¢  Why not, for instance, with the golden
meteorite we spoke of 7?7 Why not with the precious stone
we accidentally find? Why not with natural deposits of
coal ¢  Rodbertus has too narrow a conception both of the
hature and of the motive of economy. We deal economically
with the original power, labour, hecause, as Rodbertus quite
correctly says, “Labour g Bmited by time and strength, because
in being employed it is expended, and lecause in the end it robs
us of our freedom.” But all these are only sccondary motives,

U Kredit, part second, . 61, ete.

¥ Erkidrung und Abkilfe, 11, p. 160 5 similarly Seziede Frage, p. 69,

¥ Der Kredif, part second, p. 69 : “ What Rodbertus brings forward as his
sole reason, viz. thal ‘labour iz the only original power, and also the only
original cost with which human cconomy is concerned,” is simply, in point of
fact, untrue. What surprising blindness it is not to see that in the case of a
latillord the effectwal power of the soil in our limited fields conld not be
allowed ‘to lie dead’ by uneconomic men, eould not be wasted in growing
weeds, ete. efe.  So absurd an opinion wonld certainly in the Iong ran justify
aly obne in defending the propositisn that the loss to & landlord of X acres, and the
loss to a people’s economy of Y square miles, represents no *economical loss.”™
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not the final motive for our economic conduct. Tn the
last resort we deal ecounomically with limited and toilsome
labour because we should suffer loss of wellbeing by an
uneconomic treatment. But exactly the same motive impels
us to deal economically with every other useful thing which,
as existing in a limited quantity, we could not want or lose
withont losing something of the enjoyment of life. It matters
not whether it be an original power or not; whether the thing
has cost the original power we call labour or not.

Finally, the position taken by Rodbertus becomes entirely
untenable when he adds that goods ave to be regarded as the
products of material manual labour alone.  This prineiple would
forbid even direct intellectual guidance of labour from heing
recognised as having any productive function, and would lead
to an amount of internal contradiction and false conclusion
that leaves no doubt of its incorrectness. This, however, has
been shown by Knies in such a striking way that it would
be mere superfluous iteration to dwell further on the point.t

Thus in the very first proposition he has laid down
Rodbertus comes into collision with fact. To be entirely
just, however, I must here make one concession which Knies,
as representing the Use theory, was upable to make. T admit
that, in confuting this fundamental principle, the whole of
Rodbertus's interest theory Las not been confuted. The pro-
position is wrong; not, however, because it mistakes the part
played by capital in the production of goods, but because it
mistakes the part played by nature.

I believe with Rodbertus that, if we consider the result of
all the stages of production as a whole, capital cannot maintain
an independent place among the costs of production. It is
not exclusively “ previous labour,” as Tlodbertus thinks, but it

¥ Bee Knicvs, Der Kredif, part second, p, 64, ete. @ A man who wishes to
‘produce’” coal) must not simply dig; he must dig in a particolar place ; in
thousands of places he may perform the same material operation of digging with-
out any result whatever.  Xut if the difficult and necessary work of finding the
proper place is undertaken by a separate person, say a geologist ; if without some
other and “intellectnnl power™ no shaft is sunk, and so on, how ean the feconowmie’
work be digging only 2 When the choice of materials, the decision on the
proportions of the ingredients, and sech ke, are made by another person than
by him who rolls the pills, are we to say that the economical value of this material

body, this medicine, is 2 product of nothing bat the hand labour employed in
it- ? "



CIAP. 11 THE LABOQURERS CLAI 341

15 partly, and indeed, as a rule, it is principally “previous labour”;
for the rest, it is valuable natural power stored up for human
Jurposes.  Where natural power is conspicuous—as in a pro-
duction which, in all its stages, only makes use of free gifts of
uature and of labour, or which makes use of such products as have
themselves originated exclusively in free gifts of nature and in
labour—in such cases we could, indeed, say with Rodbertus that
the goods, ecomomically considered, are products of labour only,
Since then Rodbertns’s fundamental error does not refer to the
rble of capital, but only to that of nature, the inferences regard-
ing the nature of profit on capital which he deduces are not
pecessarily fulse. 1t is only if cssentinl errors appear as well
in the development of his theory that we may reject these
inferences as false.  Now such errors there undoubtedly are.

Not to make an unfalr use of Rodbertus's first mistake, I
shall, in the whole of the following examination, put all the
hypotheses In such a way that the consequonces of that
mistake may be completely eliminated. T shall assume that
all goods are produced only by the co-operation of labour and
of free natural powers, and Dby the assistance exclusively of
such objects of capital as have themselves originated only by
the co-operation of labour and frec natural powers, without the
intervention of such natural gifts as possess exchange value.
On this limited hypothesis it is possible for us to admit
Itodbertus's fundamental proposition that goods, economically
considered, cost Iabour alone. Let us now look farther.

The next proposition of Rodbertus runs thus: that, accord-
ing to nature and the * pure idea of justice,” the whole product,
or the whole value of the product, ought to belong without
deduction te the labourer who produced it.  In this pro-
position also I fully concur. Iu my opinion no objection could
be taken to its correctness and justice under the presupposition
we have made. Rut I believe that Rodbertus, and all socialists
with him, have a false idea of the actual results that flow from
this true and just proposition, and are led by this mistake
into desiring to establish a condition which does mot really
correspond with the principle, but contradicts it. Tt is remark-
able that, in the many attempts at confutation that have been
directed up till now against the Exploitation theory, this
decisive point has been touched on only in the most superficial
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way, and never yet been placed in the proper light. It is on
this aceount that I ask my readers to give some attention to
the following argument ; all the more so ag it is by no means
RASY.

I shall first simply specify and then examine the blunder.
The perfectly just proposition that the labourer should receive
the entire valuc of his product may be understood to mean,
either that the labourer should now receive the entire present
value of his product, or should receive the entire Future
value of his product n the fudwre. DBut Rodbertus and the
socialists expound it as if it meant that the labourer should
now receive the entire fufure value of his product, and they
speak as if this were quite self-evident, and indeed the only
possible explanation of the proposition.

Let us illustrate the matter by a concrete example.  Sup-
pose that the production of a steam-engine costs five years of
labour, and that the price which the completed engine fetches
i3 £650. Suppose further, putting aside meanwhile the fact that
such work would actually be divided among several persons, that
a worker by his own continuous labour during five years makes
the engine. We ask, What is due to him as wages in the lght
of the principle that to the labourer should belong his entire
product, or the entire value of his product? There cannot be
a moment’s doubt about the answer. The whole steam-engine
belongs to him, or the whole of its price, £550. But at what
time is this due to him? There cannot be the slightest doubt
about that either. (Clearly it is due on the expiry of five years.
For of course he cannot get the steam-engine before it exists;
he cannot take possession of a value of £550 created by
himself before it is ereated. He will, in this case, have to
get his compensation according to the formula, The whole
future product, or its whole future value, at a fufure period
of time, '

But it very often happens that the labourer eannot or will
not wait till his product be fully completed. Our labourer,
for instance, at the expiry of a year, wishes to receive a part
payment corresponding to the time lie has worked, The ques-
tion is, How is this to be measured in accordance with the
above proposition? T do not think there can be a moment's
doubt about the answer. The labourer has got his due if he
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now receives the whole of what he has made up till now,
Thus, for example, if up till now he hag produced a heap of
brass, iron, or steel, in the raw state, then he will reccive his
due if he is handed over just this entive heap of brass, ivon, or
steel, or the entire value which this heap of materials has, and
of course the wvolue which it has wow. 1 do not think that
any socalist whatever could have anything to object to in this
conelnsion.

Now, how great will this value be in proportion to the
valne of the completed steam-~engine? This is a point on
which a superficial thinker may easily make a mistake, The
point is, the labourer has up till now performed a fifth part
of the technical work which the production of the whole engine
requires. Consequently, on a superficial glance, one 1s temyted
to infer that his present product will possess a fifth part
of the value of the whole product—that is, « value of £110.
On this view the labourer ought to receive a year's wage of
£110.

This, however, is incorrect. £110 are a fifth part of
the value of a steawr-cugine when completed.  But what the
labourer has produced up till now iz not a fifth part of an
engine that is already completed, but only a fifth part of an
engine that will not be completed till four years more have
clapsed. And these are Lwo different things; net different
in virtne of a sophistical quibble, but different in very fact.
The one-fifth part has a different value from the other =0
surely as, in the valuation of to-day, an entire and finished
engineg has a different volue from an engine that will only be
ready for use In four years; so surely as, gencrally speaking,
present goods have a different valne in the present from
future goods.

That present goods, in the estimation of the present time,
in which onr ¢conomieal trausactions take place, have a higher
value than future goods of the same kind and quality, is one of
the most widely known and most important cconomie facts. In
the second volume of thiz work I shall have to make thorough
examination into the causes to which this fact owes its origin,
into the many and various ways in which it shows itself, and
into the no less many and various consequences to which it
leads in economic life; and that examination will be neither so
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easy nor go simple as the simplicity of the fundamental thought
seems to promise. DBuat in the meantime I think I may be
allowed to appeal to the fact that present goods have a higher
value than similar kinds of goods in the future, as one that is
already put Leyond dispute by the most ordinary experience of
everyday life. If one were to give a thousand persons the
choice whether they would rather take a gift of £100 to-day,
or take it fifty years lience, surely all the thousand persons
would prefer to take the £100 uwow. Or if one were to ask
a thousand persons who wished a horse, and were disposed
to give £100 for 2 good one, how much they would give now
for a horse that they would only get possession of in ten or
in fifty ycars, although as good an animal were guaranteed
at that time, surely they would all name an infinitely smaller
sum, if they named one at all; and thereby they would surely
prove that evervbody cousiders present goods to be more
valuable than future goods of the same kind,

If this is so, that which has been made by our Iabourer in
the first year, i the fifth part of a steam-engine which is to
be eompleted four years later, has not the entire value of a
lifth part of an already completed enciue, but bas a smaller
value.

How much smaller ? That T cannet explain at present
without anticipating my argument in a confusing way.
Enough here io remark that it stands in a certain conneection
with the rate of intercst usual in the country '—a rate which
is a matter of experience—and with the remotencss of the
period at which the whole product will be completed. If we
asstne the usval rate of interest to be 5 per cent, then the
product of the fitst year's labowr will, at the close of the year,
be worth about £100.*  Therefore, according to the proposition
that the labourer cught to receive his whole product, or its
whole value, the wages due him for the first year's labour will
amount to the sum of £100.

If, notwithstanding the above deductions, any one should

1 Of course I do not mean to put forward the rate of interest as the couse of
the smaller valnation of future goods. I know guite well that intevest aml rate
of interest can only be a result of this primary phenomenon. I am not here ex-
plaining but ouly depicting facts.

* The appropriateness of these figures, which seem strange at the firat glance,
will be seen imnediately,
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have the impression thut this sum is too small, let me offer the
following for his consideration. No one will doubt that the
labourer gets his full rights if at the end of five years le
receives the entire steam-engine, or the whole value of £550.
Lot us calculate then for comparison’s sake what would be the
value of the part-wage anticipated as above at the end of the fifth
year ?  The £100 which the labourer has received at the end
of the first year can be put out at interest for the next four
vears—that is, till the end of the fifth year; at the rate of
& per cent (without ealculating compound interest), the £100
may thersfore increase by £20—this course being open even to
the wage-paid labourer. Thus, it is clear, the £10¢ paid at
the end of the first year are equivalent to £120 at the end of
the fifth. If the labourer then, for the fifth part of the tech-
nical labour, receives £100 at the end of a year, clearly he is
paid according to a scale which puts him in as favourable a
position as if he had received £550 for the whole labour at
the expiry of five years.

But what do Rodbertus and the socialists suppose to be
the application of the principle that the labourer should
receive the whole value of his product? They would have
the whole value that the compleled engine will have at the
end of the process of production applied to the payment of
wages, but they would have this payment not made at the
gonclusion of the whole production, but spread proportionally
over the whele course of "the labour. We should cousider
well what that means. It means that the labourer in ouar
example, through this averaging of the part payments, 15 to
receive in two and a half years the whole of the £550 which
will be the value of the completed steam-engine at the end of
five years.

I must confess that I consider it absolutely impossible to
base this claim on these premiscs. How should it be aceording
to nature, and founded on the pure idea of justice, that any
one should receive at the end of two and a halt vears a whole
that he will only have produced in five years 7 It is so little
“according to nature,” that, on the contrary, in the nature of
things it could not be done. It could not be done even
if the labourer were released from all the shackles of the much-
abused wage-contract, and put in the most favourable position
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that ean be conceived—that of undertaker in his own right.
As labourer-undertaker he will certainly receive the whole of
the £550, but not before they are produced ; that is to say,
not till the end of the five years. And how can that which
the very nature of things denies to the undertaker himself be
accomplished, in the name of the pure idea of justice, through
the contract of wages?

To give the matter its proper expression, iwhat the
socialists would have is, that the labourers, by means of the
wage-contract, should gef more than they have made; more
than they could get if they were undertakers on their own
account ; and more than they produce for the undertaker with
whom they conclude the wage-contract. What they have
created, and what they have just claim on, i the £550 at the
end of the five years. DBut the £550 at the end of two
and a half vears which the socialists elaim for them is more;
if the interest stand at 5 per cent it iz about as much as
£620 at the end of five years. And this difference of value
Is not, as might he thonght, a result of social institutions
which have created interest and fixed it ab 5 per cenf—institu-
tions that might be combated. 1t is a divect result of the fact
that the life of all of us plays itself out in time; that to-day
with ifs wants and cares comes before to-morrow; and that
none of us is sure of the day after to-morrow. It is
not only the capitalist greedy of profit, it is every Ilabourer
as well, nay, every human being that makes this distinction
of valne between present and future. How the lahbourer would
cry out that he was defrauded if, instead of the 20s. which are
dne him for his week’s wage to-day, one were to offer him 20s.
a vear henee! Aud that which is not a matter of indifference to
the labourer is to be a matter of indifference to the undertaker !
He is to give £5650 at the end of two and a half years for the
£550 which he is to receive, in the form of the completed

> il

nor naturall What is just and natural is—T willingly ac-
knowledge it again—that the labourer should receive the whole
value, the £550, at the end of five years. If he cannot or will
not wait five years, yet he should, all the same, have the valug
of his produet; but of course the present value of his present
product. This value, however, will require to be less than the
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corresponding proportion of the future value of the product of
the technical labour, hecause in the economic world the law
holds that the present valne of future goods is less than that
of present goods,—a law that owes its existence to no social or
political institution, but directly to the nature of men and the
nature of things,

If prolixity may ever be cxeused, it is in this instance,
where we liave to confute a doctrine with issues so extremely
serious as the socialist Exploitation theory. Thercfore al the
risk of being wearisome to many of my readers I shall put a
second coucrete case, which, T hope, will afford me an cppor-
tunity of pointing cut still more convincingly the blunders of
the socialists.

In our first illustration we took ne account of the division
of labour. Let us now vary the hypothesis in such a way
that at this point it will come nearer to the reality of cconomic
life.

Suppose then that, in the making of the cngine, five dii-
ferent workers take separatc parts, each contributing one
vears labour.  One labourer obtains, say, by mining, the need-
ful iron ore; the second smelts it; the third transforms the
iron into steel; the fourth takes the steel and manufactures
the separate constituent parts; and finally the filth gives the
parts their necessary connection, and in general puts the
finishing touches to the work. As cach succeeding labourer
n this case, by the very nature of things, can only begin his
work when his predecessors have finished theirs, the five years’
work of our labourers cannot be performed simultaneously but
only successively. Thus the making of the engine will take
five years Just as in the first illustration. The value of the
completed engine remains, as before, £550. According to the
proposition that the labourer is to receive the entire valne of
his product, how much will cach of the five partners he able
to claim for what he has done ?

Let us try to answer this question first on the assumption
that the claims of wages are to be adjusted, without the inter-
vention of an outside undertaker, solely among the labourers
themselves ; the produet obtained is to be divided simply
among the five labourers. In this case two things are
certain.
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Tirst, a division can only take place after five years, be-
cause before that dafe there is nothing suitable for division.
For if one were now to give away in payment of wages to
individuals, say the brags and iron which had been secured
during the first two years, the raw material for the next
stage of the work wounld be wanting. It is abundantly clear
that the product acquired in the first years is necessarily with-
drawn from any earlicr division, and must remain bound up
in the production till the close.

Second, it 13 certain that a total value of £550 will have
to be divided among the five labourers.

In what proportion will it be divided ?

Certainly not, as one might easily think at the first hasty
ulance, into equal parts. For this would be distinctly to
favour those labourers whose labour comes at a later stage of
the total production, in comparison with their colleagues who
were employed in the earlier stages. The labourer who com-
pleted the engine would receive for his year’s labour £1110
immediately on the conclusion of his work ; the labourer who
turned out the separate constibuent portions of the engine would
receive the same sum, but must wait on his payment for a
whole vear after the completion of his year’s labour; while
that labourer who procured the ore would not receive the same
amount of wages till four years after he had done his share
of the work. As such a delay could not possibly be indifferent
to the partners, every one would wish to undertake the final
Iabour (which has not to suffer any postponement of wage),
and nobody would be willing to take the preparatory stages.
To find labourers to take the preparatory stages then, the
labourers of the final stages would be compelled to grant to
their colleagnes who prepared the work a larger share in the
final value of the product, as compensation for the postponement,
The amount of this larger share would be regulated, partly by
the period of the postponement, partly by the amount of differ-
“ence that subsists between the valuation of present and the
valuation of future goods,—a difference which would depend
on the economie circumstances of our little society, and on its
level of culture. If this difference, for instance, amounted to
5 per cent per annum, the shares of the five labourers would
graduate in the following manner:—
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The first labourer employed, who has to wait for his pay-
ment four years after the conclusion of his year's

work, receives at the end of the fifth year . £120
The second, who has to wait three years . . . 115
The third, who waits two years . . . . 110
The fourth, whe watts one year . . 104
The lust, who receives his wages lmmcdmtcly on the con-

clusmn of his labour ) . . . 100

Total . . . £550

That all the labourers should receive the samme amount
of £110 18 ouly conceivable on the assumption that the
difference of time is of no importance whatever to them,and that
they find themselves quite as well paid with the £110, which
they receive three or four years after, as if they had received
the £110 immediately on thie conelusion of their Jabour. But
I need scarcely emphasise that such an assumption never
gorresponds with fact) and meverean. That they should each
recgive £110 immediately on the accomplishment of their labour
is, if a third party do not step in, altogether impossibie.

It is well worth the trouble, in passing, to draw particular
attention to one cireumstance. T believe no one will find
the above scheme of distribution unjust.  Above all, as the
Inbourers divide their own product among themselves alone,
there cannot he any question of injustice on the part of a
capitalist-undertaker.  And yet that labourer who has per-
formed the second last fifth part of the work does not receive
the full fifth part of the final value of the product, but only
£105 ; and the last labourer of all receives only £100,

Now assume, us is zenerally the ecase in actual fact, that
the labourers cannot or will not wait for their wage till the
very cnd of the production of the engine, and that they enter
into a negotiation with an undertaker, with the view of obtain-
ing a wage from him immediately on the performance of their
labour, in return for which he is to become the owner of the final
product.  Assunie, further, that this undertaker is a perfeetly
just and disinterested man, who is far from making use of the
position into which the labourers are possibly foreed, to usnriously
Jepress their claim of wages; and let us ask, On what conditions
will the wage-contract be concluded under such cirenmstances ?
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The question is tolerably easy to answer. Clearly the
labourers will be perfectly justly treated if the undertaker offers
them as wage the sums which they would have received as
parts of the division, if they had been producing on their own
account. This principle gives us first a firm standing ground
for one labourer, namely, for the last. This labourer would
in the former case have received £100 immediately after
the accomplishment of his labour. This £100, therefore,
to be perfectly just, the undertaker must now offer him.
For the remaining labourers the above principle gives no
immediate indication. The wages in this case are not paid at
the same time as they would have been in the case of the
division, and the sums paid in the former case cannot afford
a direct standard. Butwe have another standing ground. As
all five labourers have performed an cqual amount towards
the accomplishment of the work, in justice an equal wage is
due to them ; and where every labourer is to be paid immediately
on the performance of his labour, this wage will be expressed
by an equal amount. [Therefore, in justice, all five labourers,
at the end of their year's labour, will receive each £100.

If this seems too little, let me refer to the following simple
caleulation, which will demonstrate that the labourcrs receive
guite the same value in this case as they would have received
had they divided the whole preduct among themselves alone,
in which case, as we have seen, the justice of the division
would have beeu beyoud question.

Labourer No. 5 receives, in the case of division, £100
immediately after the year’s labour; in the case of the wage-
contract be receives the same sum at the same time.

Labourer No. 4 receives, in the case of division, £105 a
year after the termination of the year's labour; in the case
of the wage-contract £100 immediately after the labour. If]
in the latter case, he lets this sum lie at interest for a year
he will be in exactly the same position as he would have been
in the case of division; he will be in possession of £105 one
year after the conclusion of his labonr,

Worker No. 3 receives, in the case of division, £119 two
years after the termination of his labour; in the wage-contract,
£100 at once, which snum, placed at interest for two years, will
increase to £110.
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And in the same way, finally, the £100 which the first
and sccond labourers receive are, with the addition of the
respective Interests, quite equivalent to the £120 and the
£115 which, in the case of division, these two labourers would
have received respectively four and three years after the
conelusion of their labour.

But if each single wage under the contract is equal to the
corresponding quota under the division, of course the sum of
the wages must also be equal to the sum of the division
quotas; the sum of £500 which the undertaker pays to the
labourers immediately on the completion of their work is
entirely equal in value to the £550 which, in the other case,
would have heen divided among the labourers at the end of
the fifth year.

A higher wage payment, eq. L0 pay the year’s Jabour at
£110 cach labourer, is only conceivable in one of two
eases ; either if that which is not indifferent to the labourers,
namely, the difference of time, were completely indifferent to
the undertaker; or if the undertaker were willing to make
a gift to the labourers of the dillerence in value hetween a
present £110 and a future £110. XNeither the one nor the
other iz to Le expected of private undertakers, at least as a
rule; nor do they deserve the slightest reproach on that
account, and, least of all, the reproach of injustice, exploitation,
or robbery,

There is only one personace from whom the labourers could
expect such a treatment—the State.  For on the one hand, the
state, as a4 permanently existing entity, is not bound to pay as
rouch regard to the difference of time in the outgoing and
replacing of goods as the short-lived individual.  And on the
other hand, the state, whose end is the welfare of tlie whole,
can, if it is a question of the welfare of a great number of the
members, quit the striet standpoint of service and ecounter-
service, and, instead of bargaining, may give. 5o then it
certainly is conceivable that the stale—but certainty only the
state—assuming the funetion of a gigantic undertaker of pro-
duction, might offer to the labourers as wage the full future
value of their foture product at once, that is, inimediately
after the accomplishment of their labour.

Whether the state ought to do this,—by which, in the view
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of Socialism, the soelal question wonld be practically solved,—is
a question of propriety which I have no intention of entering
on at this moment. DBut this must be repeated with all
emphasis: if the socialist state pays down at once, as wages
to the labourer, the whole future value of his product, it is
not a fulfilment of the fundamental law that the labourer
should receive the value of his product as wages, but a departure
from it on social and political grounds.  And such a proceed-
ing would not be the bringing back of a state of things that
was in itgelf natural, or in accordance with the pure idea of
justice,—a state of things only temporarily disturbed by the
exploiting greed of the capitalists. It would be an artificial
interference, with the intention of making something possible
which, in the natural course of things, was not possible, and
of making it possible by means of a disguised continuous
gift from the magnanimous commonwealth state to its poorer
members.

And now a brief practical application. It is easy to
recognise that the method of payment which I hLave just now
degeribed in our illustration is that which actually does obtain
in our economic world, In it the full final value of the
product of labour is not divided as wages, bub only a smaller
sum ; this smaller sum, however, being divided at an earlier
period of time. Now, so long as the total sum of the wages
spread over the course of the production is not less than the
final value of the finished product by more than is necessary
to make up the difference in the valuation of present as
compared with futnve goods—in other words, so long as the
sum of the wages does not differ from the final value of the
prodact by mere than the amonnt of the Interest cmstomary
in the country—no curtailment is made on the claims that
the workers have on the whole value of their product, They
receive thetr whole product according fo ifs valuation «af the
point of time in awhich they receive therr wages,  Only in so far
as the total wages differ from the final value of the product by
mora than the amount of interest customary in the country,
can there be, under the cirenmstances, any real exploitation of
the labourers.!

1 More exact criticism on this head T postpone till my sceond volume. To
protect mysell against misunderstandings, however, and parlicularly against the
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To return to RodLertus, The second, and most distinct
blunder of which I have accused him in the foregoing, is that
ke interprets the proposition I have coneeded {(the laboureris to
receive the whole value of his product) in an unwarrantable
and illogical manner, as if it meant that the labourer is to
reccive now the whole value which his completed product will
have at some future time.

If we inquire how it was that Rodbertus fell into this
niistake, we shall find that the cause of it was another mistake,
this being the third important error in the Exploitation theory.
Tt is that he starts with the assumption that the value of
goods I8 regulated solely by the amount of labour which
their production has cost.  Tf this were correct, then the
first product, in which is embodied the labour of oue year,
must now possess a full fifth part of the value which the com-
pleted product, in which is embodied five years of labour, will
possess.  In this case the elaim of the labourer to rteceive as
wages a full fitth part of that completed value would De
justified.  But this assumption, as Rodbertus pnts it, is un-
doubtedly false. To prove thiz I need not question in the
least the theoretical validity of Ricardo’s celebrated theory,
that labour is the source and measure of all value. I neced
only point out the existence of a distinet exception to this
law, noticed by Ricardo himself and disenssed by him in
detail in a separate chapter, but, strangely enough, passed
imputation of considering undertaking profit to be a ** profit of plunder ™ when it
exceeds the nsual rate of interest, I may add a short note.

In the total difference, between value of product and wages expended, whiel
fells tothe undertaker, there may possibly be four constituents, essentially ditferent
from exeh other.

1. A premimn for risk,| to provide against the danger of the preduction turn-
ing out badly, Rightly weasured, this will, ou an average ol years, be spent in
vovering actual losses, and this of conrse tnvolves no cortailment of the labourer.

2. A payment for the nndertaker's own Taboitr.  This of course ix equally
unobjectionable, and in certain cirewmstances, as in the using of a new invention
of the undertaker, may be very highly assessul withont any injustice being done
to the lubourer.

3. The vompensation veferred toin the text, viz. the compensation for difference
pf time) hetween the wage payment and the realising of the tinal product, this
being atfordwel by the enstomary interest,

4. The undertaler may possibly met an additional profit by taking advantage
of the necessitous condition of the labourers to usnriously foree down Lheir wages.

Of these four constitnents only the Luter involves any violation of the
prineiple that the Iabourer should receive the whule valne of his produet.

24
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over without notice by Rodbertus. This exception is found
in the fact that, of two goods which have cost an equal
amount of labour to produce, that one obtains a higher exchange
value the completion of which demands the greater advances
of previous labour, or the longer period of time. Ricarde
nofices this fact in a characteristic manner, He declares (§ 4
of the first chapter of his Prineiples) that © the principle that
the quantity of labour emploved in the production of goods
regulates their relative value, suffers a considerable modification
by the employment of machinery and other fixed and durable
capital,” and further, in § 5, “on account of the umequal
durability of capital, and of the unequal rapidity with which it
is returned to its owner” That is to say, in a production
where much fixed capital is used, or fixed capital of a greater
durability, or where the time of turn-over on which the
floating capital is paid back to the undertaker is longer, the
goods made have a lhigher exchange value than goods which
have cost an equal amount of labour, but into the prodaction
of which the elements just named do not cuter, or enter in
a lesser degree—indeed an exchange value which is higher by
the amount of the profit which the undertaker expects to
obtain,

That this exception to the law of labour-value noticed by
Ricardo really exists cannot be guestioned, even by the most
zealous advocates of that law,  Just as little can it be questioned
that, under certain chreumstances, the consideration of the post-
ponement may have even a greater influence on the value of
goods than the consideration of the amount of labour-costs. I
may remind the reader, for example, of the value of an old
wine that has been stored np for scores of years, or of a hundred
years old trce in the forest.

But on that exception hangs a tale. 1t does not
require any great penetration to see that the principal
feature of natural interest on capital is really invelved in
it.  For when, on the division of the value, thuse goods
that require for their production an advance of foregoing
labour show a surplus of exchange value, it is just this
surplus that remains in the hands of the capitalist-under-
taker as profit. If this difference of value- did not exist
natural interest on capital would not exist either. This
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difference of value makes it possible, containg if, is identical
with it.

Nothing is more easily demonstrated than this, if any
proof is wanted of so obvious a fact. BSupposing each of three
goeds requires for its making a year's labour, but a different
length of time over which the labour is advanced. The first
good requires only one year's advance of the year’s labour; the
second a ten years’ advance; the third a twenty years’ advance.
Under these circumstances the exchange valne of the first good
will, and must be, sufficient to cover the wages of a year's labour,
and, beyond that, one year’s interest on the advanced labour.
It is perfectly clear that the same exchange value cannot be
sufficient to cover the wages of a year’s labour, and a ten or
twenty years’ interest on the ten or twenty yeads’ advance of
labour as well. That interest ecan only be covered if and
beeause the exchange value of the second and third good is
correspondingly higher than that of the first good, although all
three have cost an equal amount of labour. The diiference
of exchange value is clearly the source from which the ten
and twenty years' interest flows, and the only source from
which it can flow.

Thus this exception to the law of labour-value is nothing
less than the chief feature in natural interest on capital, Awny
ong who wounld explain natural interest must, in the first
place, explain this; without an explanation of the exception
here can be no explanation of the problem of interest. Now
if, notwithstanding, in freatises on interest this exception is
ignored, not to say denicd, it is as gross a blunder as could
well be conceived. When Rodbertus ignores the exception, it
means nothing else than ignoring the chief part of what he
ought to have explained.

Nor can one excuse Rodbertus's blunder by saying that he
did not infend to lay down a rule which should held in
actual life, but only a hypothetical assumption by which he
might earry through his abstract inguiries more easily and
more correctly. It is true that Rodhertus, in some passages
of his writings, does clothe the proposition, that the value
of all goods is determined by their labour costs, in the form of
a simple hypotbesis! But, firstly, there are many passages

! By Soziale Frage, pp. 44, 107,



336 RODBERTUS'S EXPLOITATION THECORY BooK vI

where Rodbertus cxpresses his conviction that his principle of
value also holds in actual economic life! And, secondly, a
man may not assume anything that he likes, even as a simple
hypothesis. That is to say, even in a purely hypothetical
assumption, one may omit only such circumstances of actual
fact as are irrelevant to the question under examination.
But what iz to be said for a theoretical inquiry into interest
which at the ecritical point leaves cut the existence of the
most important feature; which gets rid of the principal part
of what it had to explain with a “let us assume”?

On one point it may be admitted that Rodbertus is right :
if we wish to discover a principle like that of land-rent or
interest, we must “not let value dance up and down™;® we
must assume the validity of a fixed law of value. But is it
not also a fixed law of value that goods which require a
longer time between the expenditure of labour and their
completion have, ceteris parilbus, a higher value? And is not
this law of value of fundamental Importance in relation to the
phenomenon of interest? And yet it is to be left out of
account like an irregular accident of the circumstances of the
market!*

? Sozial: Frage, pp. 118, 147,  Erklivung und Abkilfe. 1. p. 128 In the
latter Rodberfus says: *' If the value of agricaltural and manufacturing product
is regnlated by the labour incorporated in it, as always happens on the whole,
¢ven where commeree is free,” ete, * Iid. p. il n.

* The above was written befors the publication of Rodbertus’s posilmons
work, Capital, in 1884. In it Rodbertus takes an exceedingly strange position
towards our question,—a position whicl calls rather for a strengthening than a
modilieation of the above criticism., He strongly emphasises the point that the
law of laliour value is not an exact law, but simply a law that determines the
point towards which value will gravitate (p. 6, ete,} He even owns in as many
words that, on aceount of the undertaker’s elnim on profit, a constant divergence
takes place between the actual value of the goods and their valuo as measured
by labour {p. 11, ete.) Ounly he makes the extent of this concession much too
trifling when he assumes that the deviation obtains only in the velations of the
different stages of production of one and the same good ; and that the deviation
does not obtain in the case of all the stages of production as a whole. That is, if
the making of a good is divided into several sections of production, of which cach
section develops into a separate trade, according to Rodberius the valuo of the
separate produet which is made in each individual seetion canuot remain in
exact correspondence with ilie guantity of labour expended on it ; beciuse the
undertakers of the later stages of production have to make a greater outlay for
material, and therefore a greater expenditure of eapital, and on that acconnt have
ta calenlate on a higher profit, which higher profit can only be provided by a
relatively Ligher value of the product in yuestion.
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This singular omission is not without result, On the
first result T lave already touched. In overlooking the in-
fluence of time upon the value of products, Rodbertus could
ot avoid falling into the mistake of confounding the elaim of
the labourer to the whole present value of his product with
the claim to its future value. Some other consegnences we
shall encounter shortly.

A fourth eriticism which I have to make on Rodbertus is,
that his doctrine contradicts itself in important points.

His entire theory of land-rent is based upon the repeatedly
and emphatically expressed proposition that the absolute

However correct this is, it is clear that it does not go far enough, The
divergenee of the actunal value of goods from the guantity of labour expended
does uot take place only between the fore-produets of one good in relation to each
other, iu sueh a way that, in the course of the varigus stages of production,
it eancels itself aguin through reciprocal compensation, and so the f{inal
result of all the stages of production, the goods ready for consmwpiion, obeys
the law of labour-value. On the contrary, the amount and the duration of the
advance of capital definitively forces the value of all goods away from exact
correspondence with their labour costs.  To illustrate.  Say that the production
of & cornmodity requiring ninety days for its mannfacture js divided into three
stages of thirty days’ labour in each, Rodbertus would say that the product of
the first thirty days’ labour might only atiein the value of twenty-five days’
labour, while the seconud thirty attained the vulue of thivty days’, and the third
thirty of thirty-five days’ labour. Bat on the whole the final value of the
produet would be equal to ninety days’ labour. But it i3 & matter of common
expeticnee that, in normal succegsive preduetion, the valne of such a commadity
will increase doring the three stages by a definite amount, say 30+ 31+ 32, and
that the huoal produet will be equal to, say, ninety-three days of lubour; 76 a
valne greater than the value of the labour ineorporated im it by the amount of
the enstomary interest.

Lesides this, Rodbertus deserves the severest censure that, in spite of his own
admission, he always persists in developing the law of the distribution of all goeds
in wages and rent under the theoretical hypothesis that all goods possess “normal
value ™ ; that s, a value that corresponds to their labeur costs,  He thinks he is
justified in deing this because the ‘*normal valae, in regard to the deivation
Loth of rent in general and of land-rent and capital-rent in particalar, is the
least captious s it alone does mot quietiy beg the guestion, and sssume what
was first te be explained by it, as every value does in which is included before-
lLiand an element for rent.”

Here Rodbertus is grievously mistaken. He begs the question quite as im.
properly as any of lis opponents ever did; only in an apposite way. His
opponents, by their assumptions, have begged the question of the existence of
interest,  Rodbertus has begred the question of its non-existence.  In taking no
notice of the constant divergence from “‘ nurmal value” (which divergence gives
natural interest its source and its nourishment), he Limsell” altogether abstracts
the chief feature in the phenomenon of interest.
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amount of “rent” to be gained in a production does not
depend upon the ammount of the capitel employed, but
exclusively upon the amount of labour connected with the
production.

Supposing that in a certain industrial preduction—{for ex-
ample, in a shoemaking business—ten labourers are employed.
Fach labourer produces per year a product of the value of £100,
The necessary maintenance which he receives aswagesclaims £50
of this sum. Thus,whether the capital employed be largecr small,
the year's rent (&s we shall call it with Rodbertus) drawn by
the undertaker will amount to £500. If the capital employed
amounts, say to £1000, namely, £500 for wages of labour and
£500 for material, then the rent will make up 50 per cent of
the capital. If in another production, say a jeweller's
business, ten labourers likewise are employed, then, under the
assumption that the value of products is regulated by the
amount of labour incorporated in them, they also will produce
another yvearly product of £100 each, of which the half falls
to them as wages, while the other half falls to the undertaker
ag rent. But as in this case the material, the gold, represents
a considerably higher value than the leather of the shoemaking
business, the total rent of £500 is distributed over a far
larger business capital.  Assume that the jeweller's ecapital
amounts to £20,000, £500 for wages and £19,500 for
material, then the rent of £500 will only show a 21 per cent
interest on the busiuess capital.

Both examples are carried out entirely on the lines of
Rodhbertus’s theory,

As in almost every “ manufacture ” the proportion between
the number of the (directly and indirectly) employed labourers
and the amount of business capital employed is different, it
follows that, in almost every manufacture, business capital must
bear interest at the most various possible rates, Now even
Rodbertus does not venture to maintgin that this is really
the case in everyday life. On the contrary, in a remark-
able passage in his theory of land-rent, he assumes that, in
virtue of the competition of capitals over the whele field of
manufacture, an equal rate of profit will become established.
I will give the passage in his own words. After remarking
that the rent derived from menufacture is considered wholly
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as profit on capital, since here it is exclusively wealth in the
form of eapital that is employed, he goes on to say —

“This, further, will give a rate of profit which will tend to
the cqualisation of profits, and according to this raie, therefore,
must be caleulated that profit which, as one part of the rent
falling to the raw product, acernes to the capital required for
agriculture.  For if, in consequence of the universal preseuce
of value in exchange, there now exists a homonymous standard
for indicating the ratio between return and resources, this
standard, in the case of the portion of rent accruing to the
capital employed in manufacture, also serves to indicate the
ratio between profit and capital. In other words, it will be
right to say that the profit in any trade amounts to ten per
cent of the capital employed. This rate will then furnish a
standard for the equalisation of profits. In whatever trade
this rate indicates a higher profit, competition will cause
increased investment of capital, and thereby cause a universal
tendency towards the equalising of profits.  Similarly no one
will invest capital where he does not expect profit correspond-
ing to this rate”

It will repay us to look more closely into this passage.

Rodbertus speaks of competition as that factor which will
establish a uniform rate of profit over the field of manufacture,
In what manner it will do so is only slightly indicated by
him. He assumes that every rate of profit which is higher
than the average level is reduced to the average by an increase
of the supply of capital; and we may supplement this by
saying that every lower rate of profit is raised to the average
level by the flowing off of capital.

Let us continue a little farther the consideration of the
process from the point at which Redbertus breaks off. In
what manner can an increased supply of capital level down the
abnormally high rate of profit? Clearly in this way; that with
the increased capital the production of the particular article is
increased, and through the increase of supply the exchange
value of the product is lowered till such time as after deduct-
ing the wages of labour, it only leaves the usual rate of profit
as rent. Tn our above example of the shoemaking business
we might evidently have pictured to ourselves the levelling
down of the abnermal rate of profit of 50 per cent to the
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average rate of 5 per cent in the following manner.  Attracted
by the high rate of profit of B0 per cent, a great many persons
will go into the shoemaking business. At the same time
those who have Deen engaged in producing will extend
their business, Thus the supply of shoes is increased, and
their price and exchange value reduced, This process will
continue till such time as the exchange value of the year's
product of ten labourers in the shoemaking trade is reduced
from £1000 to £550. Then the undcrtaker, after deduecting
£500 for necessary wages, has only £50 over as rent, which,
distribnted over a business capital of £1000, shows Interest
at the usual rate of 5 per eent, On reaching this point the
exchange valne of shoes will require to remain fixed if the
profit in the shoemaking frade is mot to become abmormal
acain, in which case a repetition of the process of levelling
down would ensue,

On the same analogy, if the rate of profit in the jeweller's
trade be under the average, say 21 per cent, it will be raised
to § per cent in thizs way. The profit in jewellery being so
small, its mannfactare will be curtailed, the supply of
jewellery thereby reduced and its exchange value raised, till
such time as the additional product of ten labourers in the
jewellery trade reaches an cxchange value of £1500. There
now remain to the undertaker, after deducting £500 for
necessary wages, £1000 as rent, this being interest on the
business capital of £20,000 at the usnal rate of 5 per cent.
Thus is reached the resting-point at which the exchange value
of jewellery, as in the former example the exchange value of
shoes, may remain steady.

Boefore going farther I shall, by looking at the matter from
another gide, make entirely clear the important point that
the levelling of abnormal profits cannot teke place withont
a steady alteration in the cxchange value of the products
concerned. '

It the exchange value of the products were to remain un-
altered, then an insufficient rate of profit could only be raised
to the normal level if the difference were made up at the cost
of the labourers’ necessary wages. For example, if the product
of ten labourers in the jewellery manufacture refained without
alteration the vaine of £1000, corresponding to the amount of
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labour expended, then evidently a levelling up of the rate of
profit to 5 per cent-—that is, an increase in the amount of
profit from £500 to £1000—1is only conceivable if the wages
which the ten labourers have hitherto received were to be
wholly withdrawn, and the entire product handed over to the
capitalist as profit. To say nothing of the fact that such a
supposition contains in itself a simple impossibility, I need
merely point out that it is equally opposed to experience and
to Todbertus’s own theory. It is contrary to experience; for
experience shows that the usual effect of a restriction of supply
in any branch of produetion is not a depression of the wages
of labour, but a raising of the prices of preduct. And again,
expericnee does not bear witness that the wages of labour, in
such trades as require a large investment of eapital, stand
essentially lower than in other trades—which would necessarily
be the case if the demand for a higher profit had to be met
from wages instead of fromn prices of product. And it is also
contrary to Rodbertus's own theory. For that theory assumes
that the labourers in the long ¥un always receive the amount
of the necessary costs of their maintenance as wages—a law
which would be sensibly violated by this kind of equalisation.

It is just as easy to show conversely that, if the value of the
produets remained unaltered, a limitation of profits could only
take place by raising the wages of the labourers in the trades
concerned ahove the normal scale, which again, as we have said,
is eontrary to experience and to Rodbertus’s own theory,

I may venture then to eclaim that I have described the
process of the equalisation of profits in accordance with facts,
and in accordance with Ilodbertus’s own hypothesis, when I
assume that the retnrn of profits to their normal level is
brought about by means of a steady alteration in the
exchange value of the products concerned. But if the
year's product of ten labwourers in the shoemaking trade has
an exchange value of £550, and the year’s product of ten
labourers in the jewellery trade has an exchange value of
£1500,—and it must be so if the equalisation of profits
assumed by Rodbertus always takes place,—what becomes
of his assumption that products exchange according to the
Iabour incorporated in them? And if, from the employment
of the same amount of labour, there result in the one trade
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£50, in the other £1000 as rent, what becomes, further, of
the doctrine that the amount of rent to be obtained in a pro-
duction is not regulated by the amount of capital employed,
but only by the amount of labour performed in it ?

The contradiction in which Rodbertus has involved himself
here is as obvious as it is insoluble. Either products do really
exchange, in the long run, in proportion to the labour incor-
porated in them, and the amount of remnt in a production is
really regulated by the amount of labour employed in it,—in
which case an equalisation of profits is impossible; or there
is an equalisation of the profits of capital—in which case it is
impossible that produets should continue to exchange in pro-
portion to the labour incorporated in them, and that the amount
of labour spent should be the only thing that determines the
amount of rent obtainable, Rodbertus must have noticed
this very evident contradiction if he had only devoted a little
real reflection to the manner in which profits become equalised,
instead of dismissing the subject in the most superficial way
with his phrase about the equalising effect of competition,

But we are not done with criticism. The whole explana-
tion of land-remt, which, with Rodbertus, 1s so intimately
connected with the explanation of interest, is based upon an
inconsistency so striking that the author’s carelessness in not
ohserving it is almost inconceivable.

There are only two possibilities here: either, as the effect of
competition, an equalisation of profits does take place, or it does
not. Assume first that it does take place. What justifica-
tion has Rodbertus for supposing that the equalisation will
certainly embrace the whole sphere of manufacture, but will
come to a halt, as if spellbound, at the boundary of raw pro-
duction ? 1f agriculture promises an attractive profit why
should not more capital flow to it ? why should not more land
be cultivated, or the land he more intensively cultivated, or
cultivated by more improved methods, till the exchange value
of raw products comes into correspondence with the increased
capital now devoted to agricuiture, and yields to it also no
more than the common rate of profit? 1f the “Jaw ” that the
amount of rent is not regulated by the outlay of capital, but
only by the amount of labour expeuded, has not prevented
equalisation in 1eanufacture, how could it prevent it in raw
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production?  But what in that case would become of the
constant surplus over the usual rate of profit, the land-rent ?

Or assume that an equalisation does not take place. In that
case, there being no universal rate of profit, then in agriculture,
as in everything else, there is no defiuite rule as to how much
“rent” one may caleulate as profit of capital. And, finally,
there is no division line between capital and rent of land.

Therefare, in either case, whether an equalisation of profits
does take place or does not, Bodbertus’s theory of land-rent hangs
in the air. There is contradiction upon contradietion, and that,
moreover, not in trifles, but in the fundamental doctrines of the
theoty.

My criticista has hitherto been directed to the individual
parts of Rodlertug's theory, I may conclude by putting the
theory as a whole to the test. If correct, it must be
competent to give a satisfactory explanation of the pheno-
menon of interest as presented in actual economic life, and,
moreover, of all the esseatial forms in which it presents itself,
If it cannct do so, it is self-condemned ; it is not correct.

I now maintain, and shall attempt to prove, that although
Rodbertus’s Kxploitation theory might possibly account for the
interest borne by that part of capital which is invested in wages,
it is absolutely impossible for it to explain the interest on that
part of capital which is invested in the materials of manufacture.
Let the reader judge.

A jeweller, whose chief business it is to make strings of
pearls, employs annually five labourers to make strings to the
value of £100,000, and sells themn on an average in a year's
time. He will accordingly have a capital of £100,000 con-
stantly invested in pearls, which, at the usval rate of interest,
must yield him a elear annual profit of £5000. We now ask,
How is it to be explained that he gets this income?

Rodbertus answers, Interest on capital is a profit of plunder,
got, by curtailing the natural and just wages of labour. Wages
of what labour? Of the five labourers who sorted and struuog
the pearls? That caunot well be; for if, by curtailing the just
wages of the five labourers, one could gain £5000, then the
just wages of these labourers must, in any case, have amounted
to more than £5000. That is to say, these wages must have
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amounted, in any case, to more than £1000 per man,—a height
of just wages that can hardly be taken seriously, especially as
the business of sorting and stringing pearls is very little above
the character of unskilled labour,

Buf let ns look a little farther. DPerhaps it is the labourers
of an earlier stage of production from the product of whose
labour the jeweller obtains his stolen profit; say the pearl-
fishers. But the jeweller has not come mto contact at all
with these labourers, for he buys his pearls direct from
an undertaker of pearl-fishing, or from a middleman; he has
therefore had no opportunity whatever of deducting from the
pearl-fishers a part of their product, or a part of the value of
their produet.  But perhaps the undertaker of pearl-fishing has
done so instead of him, so that the jeweller's profit originates
in a deduction which the undertaker of the pearl-fishing has
made from the wages of lis labourers, That, however, is im-
possible ; for clearly the jeweller would make his profit even if
the undertaker of the pearl-fishing had made no dednetion what-
ever from the wages of his labourers,  Even if this latter under-
taker were to divide among his labourers as wages the whole
£100,000 that the pearls so obtained are worth—the whole
£100,000 Le receives from the jeweller as purchase money—then
it ouly ceomes to this, that #e makes no profit. It in no wise
follows that the jeweller loses his profit. For to the jeweller
it is a matter of complete indifference how this purchase money
which he pays is distributed, so long as the price is not raised.
Whatever then be the flights of our faney, we shall seek in vain
for the labourers from whose just wages the jeweller’s profit of
£5000 could possibly have been withheld.

Perhaps, however, even after this illustration there may
be some readers still unconvineed. Perhaps they may think
it eertainly a little strange that the labour of the five pearl
stringers should be the source from which the jeweller can
exploit so considerable a profit as £5000, but yet not gnite
inconceivable. Let me therefore bring forward another and
still more striking illustration,—a good old example by which
many an interest theory has already been tested and found false.

The owner of a vineyard has harvested a cask of good young
wine. Immediately after the vintage it Lias an exchange value
of £10. He lets the wine lie undisturbed in the cellar, and



CHALD. II CRITICISED AS A WHOLE 365

after a dozen years the wine, now of course an old wine, has an
exchauge value of £20. This Is a well-known fact. The
difference of £10 falls to the owner of the wine as interest on
the capitul contained in the wine. Now who are the labourers
that are exploited by this profit of capital ?

During the storage there hag been no further labour
expended on the wine. The only conceivable thing is that the
exploitation lLas been at the expense of those labourers who
produced the new wine. The owner of the vineyard has paid
them too small & wage. But I ask, How much ought he “in
justice” to have paid them as wage? Kven if he pays them
the entire £10, which was the value of the new wine at the
time of harvest, there stills remains to him the increment in
value of £10, which Tlodbertus brands as profit of plunder.
Indeed even if he pays them £12 or £15 as wages, the accu-
sation of plundering will still hang over him; he will only be
free from it if he has paid the full £20. Now can any one
seriously ask that £20 should be paid as “ just wages of labour”
for a product that is not worth more than £107? Dwoes the
owner know beforehand whetlher the product will ever he
worth £20? Is it not possible that he might be forced, con-
trary to his origiual intention, to use or to sell the wine before
the expiry of twelve years? And would he not then have
paid £20 for a prodnct that was never worth more than £10 or
perhaps £127 And then, how is he to pay the labourers who
produce that othier new wine which he sells at once for £107?
Is he to pay them also £207 Then he will be ruined. Or
only £107 Then different labourers will receive different
wages for precisely similar work, which again is unjust; not to
mention the fact that & man cannot very well know beforehand
whose product it is that will be sold at once, and whose stored
up for a dozen years.

But still further. Even & £20 wage for a eask of new
wine would not be enough to proteet the vine-grower from the
accusation of robbery; for he might let the wine lie in the
cellar twenty-four years instead of lwelve, and then it would
be worth not £20 but £40.  Ts he then, justly speaking, bound
to pay the laLourers who, twenty-four years belore that, have
produced the wine, £40 instead of £10?7 The idea is too
absurd,  But il le pays them only £10 or £20, then he makes
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a profit on capital, and Rodbertus declares that he has curtailed
the labourer’s just wage by keeping back a part of the value
of his product !

I scarcely think any one will venture to maintain that
the cases of interest which have been brought forward, and the
numerons cases analogous to them, are explained by Rodbertus's
theory. But a theory which has fatled to explain any important
part of the phenomena to be explained cannot he the true one,
and so this final examination brings ns to the same result as
the detailed eriticism which preceded it might lead us to expect.
Rodbertus's Exploitation theory is, in its foundation and in its
conclusions, wrong; it is in contradiction with itself and with
the circumstances of actual life.

The nature of my critical task is such that, in the foregoing
pages, I could not choose but confine myself to one side—that of
pointing out the errors into which Rodbertus had fallen. I
consider it due to the memory of this distinguished man to
acknowledge, in equally candid terms, his conspicuous merits
as regards the development of the theory of political economy.
Unfortunately, to dwell on these lies beyond the limits of my-
present task.



