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Gerald A. Cohen, in 'The Labor Theory of Value and the Concept of Exploitation',
argues that, contrary to the traditional assumption, Marx's charge of exploitation
against capitalism does not require the labor theory of value. However, there is
a related but simpler basis for the charge. Hence Marx's criticism can stand even
if the labor theory of value falls. Furthermore, he argues that the labor theory of
value is false. It is argued here that Cohen is mistaken; the charge Marx makes
against capitalism does require the labor theory of value. Cohen's conception of
exploitation is weaker than Marx's both theoretically and morally. It is also argued
that Cohen's criticisms of the labor theory of value rest on misunderstandings of the
theory and Marx's methodology.

Most of the philosophical discussion of Marx's theory of exploitation has
focussed on the reasons why Marx condemned exploitation, specifically on
whether or not he held it to be unjust; little attention has been given to
the foundations of his charge of exploitation.1 In his article, 'The Labor
Theory of Value and the Concept of Exploitation',2 Gerald A. Cohen
reverses this focus. He assumes, he says, that one of the reasons that Marx
condemned capitalism is that capitalism is exploitative and exploitation is
unjust. Joining a number of contemporary economists,3 his concern is to
show that, contrary to the traditional assumption, the charge of exploitation
does not require the labor theory of value nor is it even supported by it.
However, there is another much simpler basis for the charge which is often
confused with the labor theory of value. Hence Marx's charge of exploi-
tation can stand even if the labor theory of value falls. And, indeed,
although his main point is independent of this, Cohen joins most contem-
porary economists in arguing that the labor theory of value is false.

Despite many true and important points in the article I think Cohen's
main thesis is incorrect. Marx was not confused in presenting his charge
of exploitation in capitalism as dependent on the labor theory of value. I
will attempt to show that the argument Cohen offers as a simpler basis for
the charge of exploitation is deficient in several respects. Although Cohen
never explains exactly what he takes Marx's concept of exploitation to be,
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the conception implicit in his argument is different from Marx's. The
ambiguity he claims to uncover in the labor theory of value is not crucial
to the charge of exploitation. And even if Cohen's argument saves Marx
from objections to the labor theory of value it opens him to others. Marx's
argument provides an economic explanation of exploitation which is the
basis for his moral critique. Cohen's argument provides no such explanation
(nor is it intended to), but furthermore, it is weaker morally. Whether
Marx's charge of exploitation against capitalism can be sustained depends,
therefore, if I am right, on whether the labor theory of value can be
sustained. Although my main argument is independent of this point, I will
also argue that Cohen's criticism of the labor theory of value is mistaken
and rests on a misunderstanding of Marx's theory and his methodology.

I
We begin with Cohen's brief exposition of Marx's labor theory of value
and surplus value.4 The exchange value of a commodity is the ratios in
which it exchanges for commodities of other kinds. The labor theory of
value's explanation of what underlies the exchange ratios of commodities
says that (1) the exchange value of a commodity is the form in which the
value of that commodity - an absolute magnitude - manifests itself, (2)
magnitude of value is determined by what Marx calls 'socially necessary
labor time', and (3) under equilibrium conditions, the value of a commodity
determines its price. Marx's theory of surplus value is an explanation of
the source of profits under capitalism. Given that workers do not have
direct access to any means of production/subsistence except their labor
power, they are compelled to sell their labor power to the capitalists in
exchange for a wage. Labor power, then, is a commodity in capitalism
with a value which is determined just like that of other commodities, i.e.
by its cost of reproduction. The capitalist is able to make a profit because
during the time labor power is used it produces commodities whose value
is greater than the value of the labor power itself. This makes labor power
a unique commodity. The difference between the value workers produce
and the value they receive for their labor power is surplus value, the source
of profit. The ratio between the two is the rate of surplus value. Marx calls
this 'an exact expression of the degree of exploitation of . . . the laborer
by the capitalist'. •

What we need to determine is what it is about this situation that makes
it exploitative for Marx. And do we need the labor theory of value to
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understand this? As Cohen asks, 'Is ["exploitation" used] because the term
as used in that phrase, denotes a kind of injustice?'. He answers, 'It is
hard to think of any other good reason for using such a term'.51 disagree
- but not because the term 'exploitation' has no moral content or one
different from injustice. Rather, I will argue that the conditions surrounding
the production of surplus value which fit Marx's concept of exploitation
can only be ascertained in capitalism using the labor theory of surplus
value, which in turn depends on the labor theory of value. But before I
present my argument, let us look at Cohen's in more detail.

Cohen presents a series of arguments with increasingly simple premises
the conclusion of which is that the worker is exploited under capitalism.
The first, which he calls the Traditional Marxist Argument, goes as follows:

(5) Labor and labor alone creates value.
(6) The laborer receives the value of his labor power.
(7) The value of the product is greater than the value of his labor power.
(8) The laborer receives less value than he creates.
(9) The capitalist receives the remaining value.

(10) The laborer is exploited by the capitalist.6

Premise 5 depends on the labor theory of value; premises 6, 7, and 9
depend on the labor theory of surplus value.

Cohen's first simplification of the argument is to eliminate its dependence
on the labor theory of surplus value since, he says, the source of the
difference between the value workers produce and the value they receive
is irrelevant to the moral charge. Thus the Simpler Marxian Argument:

(5) Labor and labor alone creates value.
(11) The capitalist receives some of the value of the product. [This is taken to be a

truism.]
(8) The laborer receives less value than he creates and

(12) The capitalist receives some of the value the laborer creates.
(10) The laborer is exploited by the capitalist.7

To eliminate the argument's dependence on the labor theory of value,
Cohen must clarify the theory. The explanation given earlier said that
value is determined by socially necessary labor time. But at what time is
this measured? Strictly speaking, Cohen argues, the labor theory of value
says that the value of a commodity is determined by the labor socially
necessary to produce it at the time when it has that value. The amounts of
labor actually embodied in the commodity are irrelevant to this. However,
if labor and labor alone creates value (premise 5) this would not be so.
Hence a more precise formulation of the labor theory of value, which he
calls the strict doctrine, shows that it does not support premise 5 (which
he calls the popular doctrine); in fact it entails that it is false. There is,
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however, yet a simpler argument (the Plain Argument) which does not use
premise 5:

(17) The laborer is the only person who creates the product, that which has value.
(11) The capitalist receives some of the value of the product.
(18) The laborer receives less value than the value of what he creates, and
(19) The capitalist receives some of the value of what he creates, and
(10) The laborer is exploited by the capitalist.*

If we distinguish actually producing the product from engaging in activities
necessary to its production, then premise (17) should be fairly unproble-
matic. Although (17) is easily mistaken for (5), they are significantly
different, Cohen argues. Even if (5) were true it would not support the
conclusion because the source of value is irrelevant to exploitation. This
can be seen if we suppose that desire is the source of the value of a thing.
If capitalists received some of the value, we would not hold that the desirers
were exploited so long as it was still workers who create that which has
value. So (17), which is independent of the labor theory of value, is 'what
really animates Marxists whatever they may think and say'. The crucial
point for Marxists is that workers create that which has value not that they
create value.

Now all of the Marxian arguments Cohen presents are incomplete, as he
acknowledges at the outset. For one thing, he never gives a clear statement
of what he takes Marx to mean by 'exploitation'; 'a rough idea of exploi-
tation as a certain kind of lack of reciprocity' is sufficient, he says, for the
purposes of the article.9 Nevertheless, if we look at the arguments Cohen
presents, we can see what he considers (in)essential and extract a somewhat
fuller concept. To Cohen, whether workers are exploited or not does not
depend on just what it is they produce, i.e. whether they fail to get back
all the value they produce or all the value of the product they produce.
The explanation of why they do not get it back is also irrelevant. Hence
the key condition of exploitation for Cohen must be that workers do not
get back all the value of what they produce. Without some kind of ampli-
fication of the lack of reciprocity between capitalists and workers, it is not
clear why what is described in the premises is exploitation.

This is a fairly widespread understanding of Marx's concept of exploi-
tation. Robert Nozick, for example, seems to take the Marxist argument
for the charge of exploitation to be either Cohen's Traditional or Simpler
Marxian argument. Although Cohen's Plain Marxian Argument eliminates
the dependence on the labor theory of value, the definition of 'exploitation'
Nozick ascribes to Marx is what I have said is the key to Cohen's arguments.
Nozick claims, 'according to the definition there will be exploitation in any
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society in which ihvestmenttakes place for a greater future society . . . and
in any society in which those unable to work . . . are subsidized by the
labor of others'.10 In other words, workers are exploited when they do not
get back all the value of what they produce.

Whether it is all the value they produce or, as Cohen puts it, all the
value of the product they produce does not seem crucial here. If this is
Marx's definition then Nozick's point against Marx is a very powerful one
because it entails that workers would be exploited even in a socialist society
as Marx envisaged it. For Marx explicitly says in The Critique of the Gotha
Program and elsewhere that workers will receive only part of the total
social product. Most of what workers produce will go to the maintenance
and expansion of production and to the satisfaction of common needs,
including the needs of those unable to work.11 If workers would even be
exploited in socialism as Marx described it, the Marxist charge of exploi-
tation against capitalism loses all its force.12

The Plain Argument does not, however, simply say that workers do not
get back all the value of what they produce but that a certain class of
non-producers - capitalists - get some of that value. This would not be
true in a socialist society. On the other hand, since some of the social
product would go to future generations and to non-producers such as those
unable to work, if Marx's definition of 'exploitation' is that workers do not
receive all the value of what they produce and that non-producers receive
some of it, then exploitation would occur in a socialist society too.13

Those basing their charge of exploitation in capitalism on Cohen's Plain
Argument (Plain Thinkers) could point out in response that in a socialist
society as Marx conceived it, production and distribution are under the
conscious collective control of the working class. Hence, although it is put
in terms of social 'necessity', those unable to work receive part of the value
of the products workers create ultimately because workers decide they
should. In a capitalist society, of course, capitalists do not receive profits
because the producers have decided they should. By having control over
the disposition of their product, workers in a socialist society could be said
to get back all the value of the product they create. After all, the wealth
of stockholders in a corporation is not disposable income but their command
over resources. Moreover, it could be argued, since workers would direct
production in socially useful directions it comes back to them indirectly.
Hence workers in a socialist society still get back all the value of the
product they create and therefore workers would not be exploited in
socialism in the Plain sense of exploitation.

That workers in a socialist society control the distribution of their surplus
product whereas they don't in a capitalist society, begins to get at what I
take to be the critical basis of the Marxist charge of exploitation against
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capitalism. However, I think that instead of supporting a conception of
'exploitation' as workers not receiving all the value of the products they
alone create, this points us toward a more satisfactory definition.

I will argue that coercion in production is critical to exploitation and is
missing from the Plain Argument. I will argue further that the labor theory
of value is necessary to bring out the coercion involved in capitalist pro-
duction and, secondly, to provide an explanation of how capitalists are
able to appropriate some of the value of the product workers produce.
Recall that according to Marx's theory profits come from the difference
between the value workers produce and the value they receive. The labor
in which workers produce the equivalent of what they receive counts as
necessary labor for Marx; anything beyond it is surplus labor. The rate of
surplus value, which is the rate of exploitation, is therefore also equivalent
to the ratio between surplus and necessary labor. In a society in which the
purpose of production is the satisfaction of the needs of the producers, in
a socialist society in other words, there would be no surplus labor required.14

A fund for reserve and accumulation would still be required but this would
be necessary labor in a socialist society.15

In class societies, on the other hand, surplus labor is inevitable. 'Wherever
a part of society possesses the monopoly of the means of production, the
laborer, free or not free, must add to the working time necessary for his
own maintenance an extra working time in order to produce the means of
subsistence for the owners of the means of production . . ,'.16 Additional
surplus labor is required for the means to secure those class relations, such
as a police or military establishment. Despite the appearance of freedom
in capitalism workers are 'compelled by social conditions' to do this surplus
labor as a condition of their securing, through necessary labor, their means
of subsistence. Surplus labor, then, is forced, in a way in which necessary
labor, being for the workers themselves and independent of class relations,
is not forced. Thus the ratio between surplus and necessary labor is
equivalent to the ratio between forced and unforced labor.17 Surplus labor
is also unpaid labor, since the wage is only for necessary labor time
(assuming labor power is sold at its value). The product of surplus labor
goes to the capitalist, since it is he who owns the means of production,
including labor power (for the duration of the workday).18

That serfs were forced to work for feudal lords was apparent; their labor
for the lord was separated in time and place from labor they did for
themselves. However, that workers in capitalism are forced to do surplus
unpaid labor is by no means apparent. Marx first used the term 'explqitation'
in explaining the theory of surplus value because he contended that the
theory was necessary to reveal the division of the workday into necessary
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and surplus, paid and unpaid, unforced and forced labor. Exploitation for
Marx is forced, unpaid surplus labor whose product the producers do not
control.19 Hence Marx's argument for the claim that workers are exploited
in capitalism rests on the theory of surplus value and the labor theory of
value. They provide the basis for saying that workers under capitalism do
forced surplus labor.

Now Cohen might protest that he stated at the outset that his arguments
were incomplete. Perhaps some of what I have said would be part of the
expansion of the Plain Argument which he agrees is necessary. After all,
one of the pertinent features of the relation between capital and labor that
Cohen said he was omitting was the fact that the worker is forced to work
for the capitalist given capitalists' monopoly of the means of production.
No such force exists in a socialist society as Marx envisaged it. Another
incompleteness in the argument, Cohen said, was an explicit normative
premise specifying the conditions under which it is exploitative to get
something from someone without giving him anything in return. Perhaps
what I have done is simply to spell out that normative premise. The social
relations of a capitalist society are coercive to workers; those of a socialist
society are not. The normative premise would be: It is (unjust) exploitation
to coercively obtain something from someone without giving him anything
in return. This provides a basis for the Marxist charge that workers are
exploited in a capitalist society and not in a socialist society. In capitalism
workers are forced to be in a situation wherethey do not get back all the
value of what they produce. The reply, then, I am imagining Cohen to
make is that the Plain Argument can be filled out to say everything I claim
needs to be said.

I contend that this filled-out Plain account is still not adequate, because
the charge of forced labor cannot be sustained against capitalism without
the theory of surplus value and the labor theory of value. It might seem
that this would be easy to do. In other articles Cohen defends something
like this conclusion without the labor theory of value.20 Nozick claims that
even the poorest workers in a capitalist society cannot be said to be forced
to work for capitalists because a person cannot be forced to do something
unless his/her lack of alternatives was the result of illegitimate human
actions. In refutation Cohen presents two examples:

Suppose farmer F owns a tract of land across which villager V has a right of
way . . . Then if F erects an insurmountable fence around the land, V is forced to use
another route, as Nozick will now agree, since F, in erecting the fence, acted illegit-
imately. Now consider fanner G, whose similar tract is regularly traversed by villager
W, not as of right, but by dint of G's tolerant nature. But then G erects'.an insur-
mountable fence around his land for reasons which, all men of good will would agree,
justify him doing so. According to Nozick, W may not truly say that, like V, he is
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forced to use another route. But the examples, though different, do not so contrast
as to make that statement false. W is no less forced to change his route than V
is . . . the thesis that A [a lowly proletarian] is forced to place his labor power at the
disposal of some or other member of the capitalist class is resoundingly sustained.21

What Cohen proves in this argument is that, short of 'abusing the
language of freedom', capitalists' monopoly of the means of production
means that workers are forced to work for capitalists. However, this
structural coercion rooted in capitalist relations of production is merely
the precondition of what Marx takes the theory of surplus value to reveal.
The coercion essential to exploitation does not consist simply in being
forced to work. It consists in doing forced labor. On Cohen's account it
is possible that all the labor workers do is labor that is really for the workers
themselves, that they would have to do anyway, even if it were not under
capitalist control. Thus the argument does not show that workers are forced
to do any surplus labor. If workers are paid for their labor, rather than
their labor power, which appears to be the case without the theory of
surplus value, then there is no unpaid labor they are forced to do. The
difference between workers being forced to work for capitalists and their
labor itself being forced is particularly clear in Marx's discussion of slavery.
Given that slaves are owned by slave owners, it appears that all the slave's
labor is for the slave owners. But Marx points out that if all of the slaves'
labor was for the slave owners, and the slaves never got back the equivalent
of at least some of what they produced, they would have died very quickly.
So despite the coercive conditions of all the labor that slaves did, and the
fact that slaves were forced to work for slave owners, some of their labor
is not forced labor because it is not unnecessary. They would have to do
it even if the slave owners did not exist.22 Thus even if Cohen added to the
Plain Marxian Argument the fact that workers are forced to work for
capitalists, this would not show that workers in capitalist society do forced
unpaid surplus labor.

It might be thought that this is shown by the Plain Marxian premise that
capitalists receive some of the value of the product that workers (alone)
create.23 However, this does not suffice to show that workers do surplus
labor, because the argument provides no explanation of the source of the
product's value. Marx's claim is that positive net profits are due to the
forced surplus labor of the working class, that is, to their exploitation. But
without the labor theory of value and surplus value, there is nothing to
connect the value capitalists receive with workers' labor. For example,
suppose the value came from exchange rather than production; that is,
suppose capitalists simply added 20 percent onto their costs and 'this was
the source of their profits.24 Would workers be exploited in the Plain sense?
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Given that value has only an intuitive meaning for Plain thinkers, it is not
clear whether this 20 percent would be part of this product's value (i.e.
whether value equals price). If so, capitalists could be said to receive some
of the value of the product that workers create and hence workers would
be exploited according to Plain thinkers. If not, workers would not be
exploited. However, whether or not workers would be exploited in the
Plain sense, they would still not be exploited in Marx's sense. For this
explanation of the source of profit would not show that workers do any
surplus labor. Thus Marx stresses again and again that it is the theory of
surplus value that reveals what would otherwise be concealed: that workers
in capitalist society are exploited just as are serfs and slaves. 'The essential
difference between the various economic forms of society, between for
instance a society based on slave labor and one based on wage labor, lies
only in the mode in which this surplus labor is in each case extracted from
the actual producer, the laborer.'25 The labor theory of surplus value
explains the way this occurs in capitalism while the Plain Argument does
not show there is any additional labor that workers do for capitalists.

Now Cohen could drop all mention of 'value' and say simply that
capitalists' survival entails that they get some of the products that workers
alone create. The labor to produce these products would be surplus labor
which workers have no choice but to do. Since none of this requires the
labor theory of value, it is possible to prove exploitation in capitalism
without the labor theory of value. I agree, but would stress how weak this
conclusion is. Resting entirely on common sense or analytic premises, even
a bourgeois economist would have to agree that capitalists exploit workers.
Since the argument only establishes the existence of surplus labor required
for capitalists' personal consumption, there are definite limits to this surplus
labor - no matter how sumptuously capitalists live. But capitalism is a
system of expanding reproduction. Thus the surplus labor required in
capitalism is not limited to a given quantity of useful goods, but in fact has
no limits. Capitalism is the first mode of production where this is generally
the case. So although an even more commonsensical argument than the
Plain Argument suffices to show, some exploitation in capitalism, it can
only prove what is fairly inconsequential compared to the kind of exploi-
tation distinctive of capitalism.26 The labor theory of surplus value is
required to demonstrate the latter.

Though Marx and Marxists usually assume the labor theory of value,
Cohen thinks the Plain Argument is 'what really animates Marxists, what-
ever they think and say'.27 This is because he thinks what is essential to
the moral charge of exploitation is intact. Nevertheless, he would have to
grant that this interpretation also deviates considerably from Marx by
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separating the moral criticism from a factuaVtheoretical description. Marx
inveighs against moralism yet his work is replete with implicit and explicit
moral judgments. What Marx rejected was abstract morality and moral
judgments separated from an analysis of the conditions being criticized and
how to change them. Marx was concerned to show that all class societies
rested on exploitation, which he took to be an evil which would be absent
from a socialist society. Nevertheless, exploitation was inevitable in his
view throughout most of history. It was even at times historically progressive
- but only because it establishes the preconditions for a form of society
Marx considered higher. Its inevitability does not exclude this kind of
evaluative judgment nor even a prescriptive imperative; a struggle against
oppression helps prepare the way for a better society even if it is unrealizable
at the time.28 Rather than trying to justify his moral convictions Marx
concentrated on developing an analysis of economic and historical condi-
tions which would reveal when and how the conditions could be changed.
He assumed that if he could justify his political/economic theories, everyone
who did not gain from exploitation would draw the same moral conclusions.
Interpreting Marxists' charge of exploitation as resting entirely on moral
and 'commonsense' premises eviscerates the charge.29

Despite its un-Marxist character, the Plain interpretation would have
certain advantages for Marxists if it had the same moral implications.
However, it does not - even when supplemented. It is considerably weaker,
first of all, because everything true on the Plain account is true on my
interpretation as well. My view says that capitalism needs profits (without
limit), which have their source in workers' forced, unpaid surplus labor.
Few people would justify capitalism if they believed this.30 The Plain
Argument is considerably less compelling against capitalism. It says that
workers are the only persons who create the product, that which has value,
yet capitalists get some of this value. Nothing is said about what creates
the value and nothing is said about what capitalists do or what their
relationship is to workers. As Cohen acknowledges, nothing in his argument
excludes capitalists from engaging in significant productive activities even
if they do not themselves produce anything. Most non-Marxists hold that
capitalists play just such a role: according to the neo-classical approach,
workers and capitalists both contribute factors of production. If either
receives less than the 'marginal product' of their factor they are exploited,
but if they receive their 'fair share' neither is exploited.31 The Plain Marxian
charge of exploitation against capitalism might, then, come down to the
difference between actually producing something and only helping to bring
about its production. If capitalists do not do any productive activity, then
the value they receive would seem quite undeserved. But it still does not
seem to follow that they are exploiting workers. Couldn't it be just capi-
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talists' good fortune 'to receive some of the value of the product that
workers have created?

The absence of any account of where the value itself comes from also
weakens the moral import of the argument. If, for example, desire or the
workings of the market create value it seems less objectionable that cap-
italists get some of it than if workers (alone) create value. Cohen disputes
this, claiming that, in addition to not being necessary, the labor theory is
not sufficient to sustain the charge of exploitation. If desire is the source
of value, it would be absurd to say that the desirers were exploited just
because capitalists received some of that value. Perhaps. But imagine this
example: Farmers are the only persons who produce the crops, although
capitalists engage in related productive activities. However, it is the med-
icine man's incantation that gives the crops the nutritive value they have.
The more incantations the medicine man says the more nutritive value the
crops have. Let's suppose that the farmers, the capitalists and the medicine
man all get some of the crops' nutritive value. Would it be clear that the
capitalists were exploiting the farmers? Perhaps it might not even seem
absurd to suggest that they were exploiting the medicine man. Or perhaps
it would seem that each group plays a role and hence each deserves a share
(a la the neo-classical view). In any case, the difference between actually
creating the product and engaging in productive activities seems less sig-
nificant if it is imagined that the source of the product's value lies elsewhere.

My conclusions in this section are: the meaning of 'exploitation' in the
Plain Argument is considerably different from Marx's concept of exploi-
tation. The distinction Cohen draws between workers creating the value
of the product and their creating the product which has value is irrelevant
to Marx's argument. The labor theory of value is essential to Marx's specific
charge of exploitation against capitalism and although not essential to the
Plain Marxian Argument, neither is it irrelevant to it. Aside from differing
from Marx's conception, the Plain Argument is not a very powerful one.
So while the Plain case has the advantage of simplicity and independence
from a possibly problematic theory, it also has serious drawbacks for
anyone concerned to present a systematic critique of capitalism.

II
The chief point at issue in Cohen's article and mine is the connection
between Marxists' charge of exploitation and the labor theory of value,
and strictly speaking this is independent of the validity of Cohen's criticisms
of the labor theory of value. Cohen could be right on one and I on the
other. However, there is a political connection in both cases. If Cohen's
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criticism of the labor theory of value is correct, Marx is better off if Cohen
is also right that this is irrelevant to Marx's charge of exploitation in
capitalism. If I am right that there is a connection between the two, then
Marx is in trouble if Cohen is right about the labor theory of value. Though
serious discussion of the issues involved is quite beyond the scope of this
paper,32 I hope to show that Cohen's criticism is far from decisive.

An important basis of Cohen's criticisms is the ambiguity he claims to
find in the theory of value. What he calls the popular doctrine is that labor
creates value in a fairly concrete sense, value being understood as embodied
or congealed labor. The strict doctrine is that value is determined by the
socially necessary labor time currently required to produce a commodity
of that kind. These two doctrines are clearly different, indeed incompatible,
since the amount of labor embodied in a commodity is not necessarily the
amount required to produce it at another time. Cohen says that, although
Marx was aware of the difference between the two doctrines, he sometimes
resorted to the popular doctrine because (1) it seems a more plausible basis
for the charge of exploitation, and (2) (even more important), it can be
called in to defend the labor theory against counterexamples. Having
already discussed the first issue, we will now consider the second part of
Cohen's charge.

Marx's theory, as Cohen presents it, says that socially necessary labor
time determines value and that under equilibrium conditions value equals
price. The problem, Cohen says, is that many factors can determine
equilibrium price other than socially necessary labor time, for example,
the degree of monopoly in an industry. Marx, according to Cohen, holds
that while such examples show that equilibrium price sometimes deviates
from value they do not show that value is created (or determined) by
something other than socially necessary labor time. Cohen charges that
this reply rests on the popular version of the labor theory of value. Marxists
fail to realize that the labor theory of value is false, he claims, because
they are operating with two inconsistent versions of the theory.

I will argue that Marx's account of such alleged counterexamples to his
theory does not depend on the popular doctrine; rather, Cohen's criticism
misconstrues Marx's theory of value and his general method in Capital.
Let us begin with the methodological issue. Cohen's exposition of the labor
theory of value is based on Volume I of Capital, in which it is stated that
the equilibrium price of an individual commodity equals its value, which
in turn is determined by socially necessary labor time. Marx does not
assume this equivalence in Volume III of Capital. Cohen claims that to
preserve the labor theory of value Marx then resorts to the popular version
and construes it as true by definition, thereby depriving the theory of all
substance.
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In my view, Cohen's criticism that Marx starts with one concept of value
and then switches to another33 misunderstands Marx's methodology. A
basic flaw is the assumption that Marx started with the concept of value
at all. In his investigations, 'not the idea, but the material phenomenon
alone can serve as its starting point'.34 Seeking to determine and explain
the real nature of value, his claim that value is determined by labor is never
definitional, but rather based on what he takes to be the fact that in
capitalism labor exists in an abstract or social as well as concrete form and
is the only common property of commodities that can explain how they
exchange. His rejection of alternative explanations, e.g. utility, is due to
their different natures, specifically, that utility only exists in particular
concrete forms and hence cannot play a general explanatory role.35

Moreover, the account of value found in Volume I of Capital is not
Marx's theory which is presented only in the three volumes of Capital
taken as a whole. Explaining that 'the method of presentation must differ
in form from that of inquiry',36 it is not until the third volume of Capital
that Marx gets to the 'Process of Capitalist Production as a Whole'. He
begins his presentation of the theory with the fundamental unit of capitalist
society, the commodity.37 The progression from simple commodity pro-
duction in the first volume to capitalism in the third volume is not historical,
but, in Marxist terminology, dialectical. Marx begins with the basic and
most abstract level of reality and then attempts to show how that is
manifested in increasingly complex and concrete social terms.38

In the course of his presentation Marx makes numerous simplifying
assumptions. One such assumption, found in Volumes I and II, is that the
value of an individual commodity is determined by socially necessary labor
time and is equal to its equilibrium price. He starts with this assumption
partly for simplicity, but also as a means of demonstrating the superiority
of his account of profits over rival accounts. His task was to show how,
despite a 'free' market and 'free' labor, capitalism, like previous societies,
involves an appropriation of a surplus from the producers by the owners
of the means of production. Ricardian socialists believed the explanation
to lie in the deviation of prices from values and advocated reforms to
ensure equivalent exchange. Therefore Marx assumed a one-to-one cor-
relation of prices and values to show that profits through exploitation would
still exist. Marx is quite clear as to what he is doing and why. He says in
Volume I 'If prices actually differ from values, we must, first of all, reduce
the former to the latter, in other words, treat the difference as accidental
in order that the phenomena be observed in their purity . . ,'.39 Although
this method of explaining his theory and introducing his concepfs can be
confusing, Marx protested that to do otherwise would be to 'present the
science before science'.40 In Volume III of Capital, Marx gives a rather
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more complicated explanation of the relation between prices and values
than the simple equation assumed in the first volume.41

This brings me to what I claim is Cohen's substantive misunderstanding
of Marx's theory. Marx's labor theory of value is not primarily a theory
explaining the relative prices of individual commodities, as Cohen presents
it - and certainly not at the level of abstraction found in Chapter 1, Volume
I. Hence examples of individual commodities where equilibrium price is
not determined by socially necessary labor time are not counterexamples
to the theory. It is a theory about the value of the total social product and
about the process by which the surplus portion of that product, surplus
value, is distributed, through the means of price formation, among the
non-producing classes of capitalist society.42 The equivalence of prices and
values holds, not on the level of individual commodities, as assumed in
Volume I, but between the price and value of the total social product.
There is a more complicated relation between individual prices and
values.

In every society there must be products of a kind and in sufficient
quantities to satisfy people's needs and desires (at least roughly), and this
in turn requires that certain amounts and kinds of labor be done. Now, in
a system where the purpose of production is the satisfaction of needs, this
balance of needs, products and labor would be brought about directly, i.e.
through planning. However, in systems of commodity production where
production is for exchange and where there is no direct social regulation
of production, what brings about this approximate, but nonetheless remark-
able coincidence of labor, products and needs is the market. The labor
theory of value is the basis of an explanation of the workings of the
market.43

Since individual capitalists strive to maximize their own profits, they
would shift to producing something else if the rate of return were not more
or less equivalent to the rate that other capitalists enjoyed. In order, then,
that there be a (fairly) stable distribution of society's labor in ways that
ensure social reproduction, there must be an equalization of the rate of
profit across industries. This average rate of profit is worked out through
competition. As Marx explains, in somewhat facetious terms,

What competition between the various amounts of capital - which are invested in
different spheres of production and have a different composition - is striving to produce
is capitalist communism, namely that the mass of capital belonging to each sphere of
production receives an aliquot part of the total surplus value proportionate to the part
of the total social capital which it constitutes.44

If the return to capitalists is according to the capital they have advanced,
then the equilibrium price of individual commodities cannot be determined
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by socially necessary labor time.45 If, on the contrary, the return to capi-
talists were proportionate to the labor required for the production of their
commodities it would follow that industries with a low organic composition
of capital or a short period of turnover for variable capital would be the
most profitable. Clearly this is not so. But if it were, all capitalists would
try to be in such industries. Such a theory could hardly explain the distri-
bution of society's labor into the socially necessary areas, as Marx is
attempting to do.

Thus, far from being refuted by such cases, Marx's theory actually
requires that equilibrium prices of individual commodities not be equal to
their values. Only if an individual commodity happens to fit the average
perfectly will its price be determined by the socially necessary labor time
required to produce it.46 Instead, commodities exchange according to what
Marx calls their 'production price' - the costs of their production plus the
average profit.47 Since Marx attempts to show that production prices must
be explained in terms of the labor theory of value, his analysis in Volume
III is simply a more complex account than that of Volume I, because it is
at a more concrete level of analysis.48 Whether Marx is right that prices
of production can be reduced to values49 is, of course, crucial, but he is
not inconsistent in holding this view.

This reply to Cohen's criticism does not rely on the idea of value as
embodied labor (the 'popular doctrine'), as Cohen charges. Cohen's cri-
ticisms of this view are quite correct, but they are not criticisms of Marx's
view. In Volume I when Marx explains the concept of socially necessary
labor which determines value, he states that 'each individual commodity,
in this connection, is to be considered as an average sample of its kind'.50

But obviously this is another simplifying assumption since commodities will
differ in the efficiency of their production. Therefore the labor that deter-
mines a commodity's value cannot be the actual labor embodied in that
commodity. In fact, not only is Marx's labor theory of value not identical
to the embodied labor doctrine, but it is the difference between the labor
actually embodied in a commodity and the labor currently required to
produce it - its value - that creates the possibility of crisis. For reproduction
of capital requires that the value of the capital be replaced along with the
usual rate of profit. While Marx said he assumed in Volume I of Capital
that commodities appearing on the market would find buyers at prices
which would yield the expected profit, in reality this is far from guaranteed.
In Volume III and in Theories of Surplus Value Marx investigated the
danger inherent in the separation of purchase and sale. He says,

since the circulation process of capital. . . extends over a fairly long period until the
capital returns to its original form, . . . since great upheavals and changes take place
in the market in the course of this period, since great changes take place in the
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productivity of labor and therefore also in the real value of commodities, it is quite
clear that between the starting point, and the time of its return, great catastrophes
must occur . . . 5 1

What Cohen calls the popular doctrine can be interpreted in more than
one way. This ambiguity, combined with Cohen's individualized presen-
tation of the theory, helps his criticism of Marx to appear more telling
than it really is. If 'create', in 'labor alone creates value', is (inappropriately)
interpreted to mean 'physically create', so that it means much the same as
'enter as an ingredient into' or 'build', then value would be concrete
embodied labor. But 'labor alone creates value' can simply mean that
nothing other than labor determines the value of commodities. Since Marx
does believe this, Cohen interprets him as falling back on the 'popular
doctrine'. However, it is not the value-as-embodied-labor view which both
Cohen and Marx reject. Value is a measure of real social cost. Patterns
of ownership, periods of production, etc., are not part of the cost that
must be borne by society to produce a commodity; on the other hand,
Marx says, 'society pays for [each] commodity by devoting a portion of the
available labor-time to its production'.52 All other resources depend on
labor for their usefulness. Marxists use the possibly misleading word
'create', because they want to distinguish labor from other factors which
appear to determine the value of commodities because they can affect the
price of commodities.

Since Cohen takes 'value determines equilibrium price' to be true by
definition,53 it follows that anything that determines the equilibrium price
of a commodity determines its value. On his view this would include
patterns of ownership, periods of production, organic composition of capital
as well as socially necessary labor time. He has then no general theoretical
explanation of what determines value.

Marx's method of developing and presenting his theory is in certain fun-
damental ways no different from that of a physicist who presents his theory
in terms of a vacuum. Nevertheless, Marx's way of explaining his concepts
can be confusing - especially to those of us trained in analytic philosophy.
We keep expecting the concepts to be introduced and explained at the
outset with clear definitions that do not change. Or if the definitions do
change, we would like them to be labelled Dl, D2 and D3. From Erigels's
response to some discussions of Marx's theory, we can see that Marx's
form of presentation confused many before Cohen:

These remarks rest upon the false assumption that Marx wishes to define'where he
only investigates, and that in general one might expect fixed, cut-to-measure, once
and for all applicable definitions in Marx's works. It is self-evident that where things
and their interrelations are conceived, not as fixed, but as changing, their mental
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images, the ideas, are likewise subject to change and transformation; and they are not
encapsulated in rigid definitions, but are developed in their historical or logical process
of formation. This makes clear, of course, why in the beginning of his first book Marx
proceeds from the simple production of commodities as the historical premise, ulti-
mately to arrive from this basis to capital . . . M

If my arguments in this paper are correct, we are in the position Marxists
and non-Marxists have traditionally thought we were - an assumption
recently challenged by Cohen and others. Marx's specific charge of exploi-
tation against capitalism rests on the labor theory of value and surplus
value. The charge fails if the theory is false. A different, if related, moral
criticism of capitalism can probably be made which does not depend on
the labor theory of value, (such as the Plain Argument), but this was not
my concern in this paper. Whether the labor theory of value is true is also
beyond the scope of this paper. However, I hope I have raised considerable
doubts that Cohen's critique of the theory is sound.55
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