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A Rigmarole on Wage-Goods 
IT is an interesting, even if 

minor, reflection that of Marx's 
three famous categories, only 'v' 
ie, variable capital, has not figur
ed as denominator in any type of 
expressions. It is almost the cast 
off symbol, and neither Marx nor 
any of his annotators have cared 
to express It as a proportion of 
some aggregate. The inference 
would be that such an expression 
was considered as devoid of any 
operational significance. 

Constant vs Variable Capital 
This can be an enigma. For, 

after all , in the Marxian scheme of 
reproduction, constant capital only 
carries forward its own value to the 
further product, while it is variable 
capital—the wherewithal for pro
curing labour-power—that generates 
surplus. Why is it then that while 
defining the organic composi
tion of capital, Marx decided to 
give the pride of place to constant 
capital? It is obvious that wi th the 
hectic pace of mechanization 
dominating the contemporary scene, 
the overwhelming significance of 
machinery and equipment in overall 
capital formation, and, therefore, 
in the structure of reproduction, 
could scarcely be neglected. But 
could not Marx have met such an 
argument wi th a contemptuous 
caveat? For, in his world, even 
when accumulation of constant 
capital is gathering sharp momen
tum and is motivated by the desire 
to raise the level of sui-plus, the 
actual task of raising surplus is 
st i l l the prerogative of variable 
capital. Nor can it be seriously 
suggested that any of the Marxian 
conclusions, for example, the fal l ing 
rate of profit, the capitalist crisis, 
the theories of innovations, mono
polies and trade cycles, etc, would 
have been affected in any way even 
if the organic composition of capital 
were defined as the ratio of variable 
capital to total accumulation. 

On the contrary, perhaps a greater 
elegance would have been our heri
tage. Take the somewhat cum
brous Marxian function relating the 
rate of surplus value (s') and the 
organic composition of capital (q) 
to the rate of profit (p) : p = s' 
(1-q). If only the organic compo
sition of capital had been meant to 
define the relation between variable 
capital and total capital, the rate 
of profit would then have emerged 

as the straightforward product of 
the rate of surplus value and the 
organic composition of capital. A n d 
we would have the capitalist crisis 
descending on us in the form of an 
ascendant rate of surplus value 
being frustrated by a sharper rate 
of decline in the organic composi
t ion of capital! (This point is noted 
in Paul Sweezy's The Theory of 
Capitalist Development, (p. 102). 

However that may be, and even 
when one feels uncommitted to go 
a l l the way with Marx in regarding 
'V as the sole source of 's,' the 
fact that variable capital in the 
form of wage-bill is an essential 
component of accumulation C-innot 
really be refuted. In early classi- 
enI analysis, capital in entirety 
consisted of wage capital and 
hence the rather convenient and 
facile wage-fund doctrine. W i t h 
growing mechanization, technolo
gical capital emerges as a separate 
category—and an increasingly v i t a l 
one—in classical formulation. St i l l , 
wage capital was not and could not 
be wished away. It stayed as one 
allocation parameter of investment. 
Marx's accumulation categories are, 
therefore, in strict classical t radi
t ion. In case Marx had given a 
symbol for , we would then 

have a declining range of value for 
this magnitude starting from unity, 
but which will certainly never 
reach zero. Even in the extreme 
instance of automation, this could 
not be so. 

Investment Allocation 
In the Marxian model the 's' of 

one period constitutes the c- 'v of 
the succeeding period. The problem 
of investment allocation is thought 
to consist of two separate processes, 
but both pertaining to constant 
capital. Initially, there is the pro
blem of setting the maximum rea
lisable volume for 'c,' since this 
directly relates to the maximiza
tion of surplus value. Then comes 
the further problem of allocating 
the aggregate supply of 'c,' among 
different departments and sectors. 
The latter Is, so to say, an internal 
problem of optimization given the 
total availability of constant capital. 
The only place where variable capital 
is referred to in the formulation 
of reproduction models is in the 
enunciation of the boundary condi

t ion that the output in the consump
tion goods sector must match the 
total stream of variable capital 
f rom all sectors taken together. 
But the allocation problem of var i 
able capital is not quite posited 
independently. Two alternative 
assumptions can then be made about 
the disposition of variable capital: 
either that it is residually obtained 
once constant capital has been 
earmarked out of the total funds 
available for accumulation, or that, 
given the decision as regards the 
volume of constant capital, the 
quantum of V is subsequently deduc
ed from the total requirements of 
labour-power and the level of sub
sistence wages. The difficulty w i th 
the latter assumption, however, is 
the indeterminacy whether the 
volume of variable capital estimat
ed in this fashion would precisely 
be equal to what is left over from 
aggregate accumulation funds after 
the demands for 'c' have been met! 

Explanation of Imbalances 
Perhaps it is largely because this 

question of allocation of variable 
capital could not be clearly seen 
through that Marxian theory has 
to refer to the possibility of crisis 
arising from underconsumption. 
If accumulation of constant capital 
proceeds at the expense of variable1 

capital, there may be either over
production of consumption goods 
unmatched by the current provision 
of wage-bill, or a continuous build
ing of surplus capacity. If one 
considers the categories as accre
tions at the margin, it would then 
appear that a certain outlay on 
constant capital ought to carry 
with it a corresponding commit
ment about outlay on variable 
capital. 

Of course, the imbalance can be 
in the opposite direction and may 
take a form wi th which we are 
generally familiar. Crisis can also 
arise from the additional supply of 
consumption goods lagging behind 
the volume of variable capital 
released during a particular period. 
This we generally denote as an 
inflationary situation. In an eco
nomy where accent is placed on a 
rapid expansion of the capital goods 
sector, a short-period excess of 
variable capital over the additional 
supply of consumption goods can 
often be regarded as germane to 
the process of development. 
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A further point deserves mention. 
The large asymmetry between the 
outlays on constant capital end on 
variable capital is that accumula
tion channelled in the former cate
gory results immediately in the 
accretion of physical stock, while 
variable capital assumes the form 
of wages paid out which are only 
subsequently exchanged—or sought 
to be exchanged- against wage-
goods. The accumulation of varia
ble capital is thus once removed 
from actual transactions of goods. 
This is, of course, a development 
in the post-monetised society. In 
the early classical model, workers 
directly came to wage-goods and 
so the problem of supply shortage 
could not become overt. The main 
tenet of the wage-fund doctrine is 
just that, given a certain wage-level, 
production activity could be carried 
out only as far as the funds advanc
ed by entrepreneurs in the form of 
wage-goods could last for employ
ing an additional number of 
labourers. There could at any rate 
therefore be no possibility of an 
imbalance between the demand for 
and supply of wage-goods. Dis-
equllibria, if any, were assumed to 
be either in the supply of labour or 
in the wage-level. 

Parameter of Accumulation 
Shorn of a l l jargon, this only 

reiterates that the process of accu
mulation is a composite of outlay 
on capital goods as well as on 
wage-goods and a marginal alloca
tion on the former should imply 
a corresponding allocation on the 
latter. No doubt the proportion 
in which the total outlay is to be 
distributed between the two catego
ries wi l l vary w i th sector and wi th 
industry. Also, within the same 
sector or Industry, it should, in 
many instances, be possible to choose 
between alternative production 
functions. But whatever the final 
ratio reached between capital goods 
outlay and wage-goods outlay may 
be, there is no running away from 
the fact that the two together form 
the aggregate parameter of accu
mulation. 

Allocution of Foreign Assistance 

Assume an economy where domes
tic savings are non-existent and the 
supply elasticities are totally work
ed out. Investments at the margin 
wil l hence be possible only i f ex
ternal resources are forthcoming. 
If any foreign accommodation is 
made available, the propensity on 
the part of the authorities wi l l 

usually be to spend the entire 
amount on machinery and equip
ment. The latter are supposed to 
be strategic commodities, and their 
acquisition w i l l be looked upon as 
the best possible utilisation of the 
external resources in short supply. 

But what about the provision of 
wage-goods? The erection and 
operation of the imported plant and 
machinery w i l l result in an addi
tional flow of wage-bill in the eco
nomy. Since, in the absence of 
expansion of capacity, domestic 
availability wi l l not stretch any 
further, there w i l l obviously be 
a disequilibrium in the short period. 
In the national accounts, the out
lay on capital-goods wi l l be evenly 
matched by the resources drawn 
upon abroad. No simitar flow w i l l 
however be available to be shown 
against the newly-generated stream 
of wage-bill. 

In order that the investment 
operations may be executed smooth
ly, it would hence appear as a virtue 
in such circumstances not to spend 
the total availability of foreign 
resources on capital-goods, but to 
allocate a part for the import of 
wage-goods. 

The rigmarole in the preceding 
paragraphs, let it be admitted, 
leads up to a very small t ruth. But 
perhaps the point at issue deserves 
some stressing in view of India's 
foreign exchange debacle and the 
consequent re-thinking going on 
regarding the import programmes 
for the next few years. To eco
nomise on food imports so as to 
provide for the 'core' of the Plan 

"can well be a false slogan, and it 
may prove an illusion to turn to 
the theory of investment allocation 
for trappings to dress it up. 
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