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Labor Power: 

A Unique Commodity 
that Creates Surplus Value

�efore the advent of capitalism, the peasant and theartisan would go to the market and get money in exchangefo'. commodities which were the product of their labor.With the proceeds they then acquired various articlesneeded for their personal consumption. For example thepeasant migh� sell vegetables and buy cloth with the' proceeds. The artisan weaver would do the opposite: this wascalled small-scale commodity production. 
Both peasant and artisan were selling in order to buyand the movement of the exchange could be exp;:essed asfollows: / 

Commodity (C) - Money (M) - Commodity (C) 
The value of (C) in the third and last stage was the same asthe value of (C) in the first stage. 

But soon a new actor appeared on the stage, as we haveseen, a person who held money, or capital, with which tou�dertake exchanges as a profession. Owning only money,this person must first acquire a commodity-the weavers'cloth for exa_mp�e-not for personal consumption but forresale. The aim is no longer to sell in order to buy but onthe contrary, to buy in order to sell, or rather resell. Themovement of exchange then became: 
M (Money) - C (Commodity) - M' 
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M' is money at the end of the transaction, and is not the 
same as the sum committed at the beginning of the trans
action, for capitalists would never use their money for the 
purchase of a commodity that they could not resell for 
more than they had spent. Thus, M' is greater than M: 
M' equals M plus m, where "m" is what is commonly called 
the gain or profit, which we will refer to as surplus value.
Moreover, the capitalist trader can only realize surplus 
value insofar as the artisan weaver and the rest who sell 
their products hand them over at less than their value: 
they choose to yield part of this value to the trader rather 
than waste much precious time chasing after customers. 

It is obvious that the operation of selling to buy cannot 
be continuous. Weavers could not repeat it before weaving 
some more cloth. On the other hand, the owners of capital 
can always put their money back into circulation and repeat 
their operations as often and as quickly as possible: buying 
to sell, starting with money to acquire more money, which 
thus enables them to increase their capital. The operation 
is, however, limited by the fact that they cannot buy more 
goods than others produce since their own activities do not 
create new wealth. Thus, at a certain stage in their history, 
as we have seen, the capitalist traders realize that it is in 
their interests to transform themselves into capitalist 
manufacturers, and then industrialists, and to devote their 
capital to the acquisition of buildings, machinery and equip
ment, raw materials, and labor force-with all of which they 
will produce commodities for subsequent sale against 
money. Again, there is in the first place a certain amount 
of money (M); then various commodities including labor; 
and, at the end of the process, money again, but more of it: 
M'. The only difference is that the commodities originally 
purchased have been transformed into other commodities. 
But this does not alter the nature or the course of the opera
tion. The movement of capital is still present, still con
tinuous, and unlimited. Every day new amounts of raw 
materials, labor, etc, come into play; each day fresh quan
tities of commodities are produced and put on sale; money 
enters and leaves the enterprise daily. The formula M - C 

Pierre Jalee: 'How Capitalism Works", 
(Monthly Review Press, 1977), p. 22-31.









30 How Capitalism Works 

capitalist class which cannot be resolved in the framework 
of the system, since it flows from its controlling laws. 
That is to say, among other things, that there cannot be 
good capitalists, only more or less bad ones, since it is in 
the nature of the capitalist to appropriate surplus value 
extorted from the proletarian. 
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Early Conclusions 

Before pursuing further our study of the capitalist mode 
of production itself, we should now step aside and try to 
bring together, from what we have seen so far, some general 
principles and early deductions which will illuminate sub
sequent materials. We have already made enough ob
servations to provide concrete examples for our reflec
tion. 

We have already observed that in the world, that is, in 
nature and in society, all is movement, change, constant 
transformation. Slavery gave rise to feudalism and feudal 
society in its turn gave rise to capitalism. The productive 
forces develop at varying rates, but never stand still. 
Though capitalism does not change its essential character, 
it is constantly varying its manifestations, affected, for ex
ample, by scientific and technological progress or working
class resistance. We are now in the historic epoch when the 
major problem of the day is that of capitalism's total re
placement by a different mode of production and a new 
society: socialism. 

What practical conclusions can we draw? We must 
realize that in the way we look at everything we must 
always try to embrace this movement, to perceive what is 
declining at any given moment, and may be about to vanish 
and what, on the contrary, is developing and may be about 
to come into being. That which is on the verge of dis-
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